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Indenendent ditorts Renort

To the Members of the Utilities Board of Trustees:

We have audited the accompanying fìnancial statements of the goverffnental

activities, the business type activities and each major fund of the Rock Rapids Municipal

Utilities, a component unit of the City of Rock Rapids, Iowa, as of and for the year ended

June 30, 201I, which collectively comprise the Utilities' basic hnancial statements listed

in the table of contents. These financial slatements are the responsibility of the Rock

Rapids Municipal Utilities' management. Our responsibility is to express opinions on

these financial statements based on our audit'

We conrjucted our audit in accordance with U.S. generally accepted auditing

standards and the standards applicabie to financial audits contained in Government

Auditing Standards, issued by the Comptroller General of the United States. Those

standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement. An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating the overall financial

statement presentation. 'We believe our audit provides a reasonable basis for our

opinions.

As discussed in Note (1) to the f,rnancial statements, management has not recorded

the net other postemployment benefits (OPEB) liability in the business type activities and

the proprietary funds and, accordingly, has not recorded the corresponding OPEB

expense. There are also no clisclosures reported on the OPEB obligation in t1le notes to

the financial statenlents. Accounting principles generally accepted in the United States of
America require that the net OPEB liability be reported and expensed, which would

increase liabilities and expenses and decrease net assets of the business type activities and

the proprietary funds and that certain infonnationJdata be disclosed in the notes to the

financial statements in regards to the OPEB. The amount by which this departure would

affect the liabilities, net assets and expenses of the business type activities and the

proprietary funds and the failure to report the required OPEB disclosures is not

reasonably determinable.

In our opinion, because of the effects of the matter discussed in the preceding

paragraph, the financial statements referred to above do not present fairly, in all material

respects, the respective financial position of the business type activities and' each

proprietary major fund of the Rock Rapids Municipal Utilities, a component unit of the
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City of Rock Rapids, Iowa, at June 30, 2011, and the respective changes in financial

position and cash flows for the year then ended in conformity with U.S. generally

accepted accounting principles.

In addition, in our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the govemmental activities

and the governmental major fund of the Rock Rapids Municipal Utilities', a component

unit of the City of Rock Rapids, Iowa, at June 30,2011, and respective changes in
financial position for the year then ended in conformity with U.S. generally accepted

accounting principles.

In accordance with Government Auditing Standards, we have also issued our report

dated January 24, 2012 on our consideration of the Rock Rapids Municipal Utilities'
internal control over fînancial reporting and our tests of its compliance with certain

provisions of laws, regulations, contracts and grant agreements and other matters. The

purpose of that report is to describe the scope of our testing of internal control over

f,rnancial reporting and complianee and the results of that testing and not to provide an

opinion on the intemal control over financial reporting or on compliance" That report is

an integral part of an audit perfonned in accordance with Government Auditing Standards'

and should be considered in assessing the results of our audit'

Management's Discussion and Analysis and Budgetary Comparison Information on

pages 5 through 13 and 48 through 50 are noi required parts of the basic f,rnancial

statements, but are supplementary information required by the Governmental Accounting

Standards Board. We have applied certain limited procedures, which consisted

principally of inquiries of management regarding the methods of measurement and

presentation of the required supplementary information. We did not audit the information
and express no opinion on it. Management has omitted the Schedule of Funding Frogress

for the Retiree Health Flan that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic financial statements.

Such missing infonnation, although not a part of the basic financial statements, is

required by the Governmental Accounting Standarcls Board, who considers it to be an

essential part of the financial reporting for placing the basic hnancial statements in an

appropriate operational, economic, or historical context. Our opinion on the basic

financial statements is not affected by this missing infbrmation.

Oru audit was conducted for the purpose of fon'ning opinions on the finaneial

statements that collectively comprise the Rock R-apids Municipal Utilities', a component

unit of the City of R.ock Rapids, Iowa, basic financial statements. 'We previously audited,

in accordance with the standards referred to in the second paragraph of this report, the

Frnancial statements for the fiseal year ended June 30, 2009 (which are not presented

herein) and expressecl unqualified opinions on those f,tnancial statements and the fiscal

year ended June 30,2010 (which are not presented herein) and expressed adverse

opinions on those financial statements. We expressed adverse opinions for the fiscal year

ended June 30, 2010 because management did not record the net other postemployment

benehts (OPEB) liabiiity in the business type activities and the proprietary funds and,
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accordingly, did not record the corresponding OPEB expense. There were also no

disclosures reported on the OPEB obligation in the notes to the financial statements'

Accounting principles generally accepted in the United States of America required that

the net OPEB liability be reported and expensed, which would increase liabilities and

expenses and decrease net assets of the business type activities and the proprietary funds

and that certain information/databe disclosed in the notes to the financial statements in

regards to the OPEB. Other supplementary information included in Schedules 1 through

16 is presented for purposes of additional analysis and is not a required part of the basic

hnancial statements. Because of the significance of not recording the net OPEB liability
and the corresponding expense in the business type activities and proprietary funds and

not reporting disclosures on the net OPEB obligation in the notes to the financial

statements for the hscal year ended June 30, 2011, it is inappropriate to, and we do not,

express an opinion on the supplementary information referred to above.

í.ilrùAùWW{{C/
De Noble & Company PC
Certified Public Accountants

January 24,2012
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Manaqement's Discussion and Analysis

The Rock Rapids Municipal Utilities provides this Management's Discussion and

Analysis of its financial statements. This narrative overview and analysis of the financial
activities is for the fiscal year ended June 30, 2011. We encourage readers to consider

this information in conjunction with the Utilities' financial statements, which follow.

2OI 1 FINANCIAL TIIGTILIGHTS

The Utilities' total net assets increased 2.0%o dunng the fiscal year ended June 30,

2011. The total net assets increased from $14,186,739 to 514,474,463, a5287,724
increase. Governmental activities net assets increased by $ó0,000 (from $û to
$60,000 - due to a transfer from the Gas Utility Fund in order to provide funding for a
new Revolving Loan Fund). Business type activities increased by 5227,724 (from

$ 1 4, 1 86,7 39 to $I 4,414,463).

The Utilities' business type activities total revenues/special items increased 1.5%

during the fiscal year ended June 30,2011. The total revenues increased from

$3,987,1ó0 to $4,048,869, a561,709 increase. The increase is mainly due to arate
increase in the Electric Utility that went into effect in February 2010.

The Utilities'business type activities total expenses decreased0.3To during the fiscal
year ended June 30, 2011. The total expenses decreased from 53,772,721 to

$3,761 ,145, an $ 1 1,576 decrease.

The change in net assets for the fiscal year ended June 30, 2011 for each individual
Enterprise Fund is as follows:

Electric utility s 129,640
water utility 87,878

Sewer Utility 7,244

a

a

a

Gas Utility
Total

8 962

s 227 724

lþt Income

tr Electric

tr Water

ll Sewer

E@s

ø 9o- -g -2- 9" 
-rÐ -ê^ 2- 8o^ %, *oo *-o ä *no 

",oooo oon uoo 'Zo ooo 'Zo ooo ooo ooo 
2 Z 2 Z 2
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USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other
information, as follows:

The Management's Discussion and Analysis introduces the basic financial
statements and provides an analytical overview of the Utilities' financial
activities.

The Govemment-Wide Financial Statements consist of a Statement of Net Assets
and a Statement of Activities. These provide information about the activities of
the Utilities as a whole and present an overall view of the Utilities' finances.

The Fund Financial Statements report the Utilities' operations in more detail than
the government-wide staternents by providing information about each of the
funds.

The Notes to Financial Statements provide additional inforrnation essential to a
full understanding of the data provided in the basic financial statements.

The Required Supplemontary Information further explains and supports ttre
financial statements with a comparison of the Utilities' budget for the year.

T'he Other Supplementary Information provides detailed cornparison information
for each existing {Jtility for the fiscal year ended June 30, 2011, compared to the
fiscal years ended June 30, 2010 and 2A09.

REPORTING THE UTILITIES' FINANCIAL ACTIVITIES

Government-Wide Financial Statements

One of the most irnportant questions asked about the {Jtilities' finances is, "ì[s the
{.Jtitrities as a whole better or worse off as a result of the year's activities?" The Statement
of Net dssets and the Statement of Activities report information wtrich helps answer this
question" These statements inctrude all assets and Xiabilities r.lsing the accrual basis of
accounting and the economie resources measurernent f,ocus, wtrich is similar to the
accounting used by rnost private sector companies. All of ttre ourrent year's revenues and
expenses are taken into account, regardless ofwhen cash is reseived or paid.

The Statement of Net Assets presents all of the Utilities' assets a¡rd liabilities,
with the dif,ferenco between the fwo reported as 'onet assets". Over tirne, increases or
decreases in the Utilities' net assets may serve as a usefuX indioator of, whether the
finanoial position of the {.ltilitíes is improving or deteriorating"

T'he Statement of A.ctivities presents information showing how the {.Jtilities' ¡ret
assets chariged during the most recent fiscal year. All changes in net assets are reported
as soon as the change occurs, regardless of the timing of related cash flows. Thus,
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a

revenues and expenses are reported in this statement for some iterns that will not result in
cash flows until future fiscal periods.

The Statement of Net Assets and the Statement of Activities report two kinds of
activities:

Governmental activities include community and economic development (through the

start up of a new Revolving Loan Fund). A Federal grant and a Gas tJtility transfer

are going to finance the majority of this loan program.

Business tlpe activities include the Electric, Water, Sewer and Gas Utility
departments. These activities are financed primarily by user charges.

Fund Financial Statements

The Utilities has two kinds of funds:

(l) The Utilities has a Governmental (Special Revenue) Fund to account for a newly
established revolving loan program that is in the process of being established

through $300,000 in funding that will be provided by a "Rural Economic

Development Grant" and a $60,000 matching contribution from the Gas Utility
Fund. This fund is reported using the current financial resources measurernent

focus and the modified accrual basis of accounting, rvhich measures cash and all
other financial assets that can readily be converted to cash. The Governmental
Fund financial statements provide a detailed, short-term view of the Utilities'
governmental operation and the basic service it is providing. Govemmental Fund

infonnation helps determine whether there are more or fewer financial resources

that can be spent in the near future to finance the Utilities' program.

The required financial statements for the Governmentai Fund include a Balance

Sheet and a Statement of Revenues, Expenditures and Changes in Fund Balance.

(2) Proprietary Funds are used to account for the Utilities' Enterprise Funds. These

funds report services for which the Utilities charges customers for the service it
provides. Proprietary Funds are reported in the same way all actir¡ities are

reported in the Statement of Net Assets and the Statement of Activities. The

major difference between the Proprietary Funds and the business type activities
included in the government-wide statements is the detail and additional
information, such as cash flows, provided in the Proprietary Fund statements. The

Enterprise Funds include the Electric, Water, Sewer and Gas Funds, each

considered to be a major fund of the Utilities. The Utilities is responsible for
ensuring the assets reported in these funds are used only for their intended
purposes and by those to whom the assets belong.

The financial statements required for proprietary funds include a Statement of Net

Assets, a Statement of Revenues, Expenses and Changes in Fund Net Assets and a

Statement of Cash Flows.

a
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GOVERNMENT-WIDE FINANCIAL ANALYSß

As noted earlier, net assets may serve over time as a useful indicator of financial
position" The analysis that follows focuses on the changes in the net assets for
governmental and business tSpe activities from ayeùr ago.

Govemmental Activities Business Tlpe Activities
Net Assets at Year End Net Assets at Year End

June 30,2011 June 30,2010 June 30,2011 June 30, 2010

$Current Assets
Restricted Cash and CDs
Capital Assets (Net)
Other Assets

Total Assets

Current Liabilities
(Payable from Current Assets)

Current Liabilities
(Fayable from Restricted Assets)

Long-Term Liabilities
Total Liabilities

Net Assets:
Invested in Capital Assets
Restricted
Unrestricted

Total Net Assets

30,000
0

0

30,000

0

0

0
0

5,509,363
72,018

7,929,527
1,263,14r

5,831,799
63,258

7,341,025
t.262.777

60,000 0 74,774,049 14,498,848

0

0
(.,

0

0

0

167, I 88

59,440
32,958

258,045

54,064
0

00 359,586 372,109

60,000
0

0

0
0
0

7,929,527
12,578

6,472,358

7,341,025
9,794

6,936,520
$ 60,000 0 14,414,463 14,186,739

Total Governemental and Business Type Activities
Assets, Liabilities & Net Assets

Current Assets
Restricted Cash & CDs

CapitalAssets
Other Assets

Gurrent Liabilities - Gurrent
Current Liabilities - Restricted

Long-Terrn Liabilities
Invested in Gapital Assets

Restricted
Unrestricted

x 2010

Â2011

'aoeaao 
toaeaaa ooaqaØ 

'aoeeø þø" þeø 
ì%oaa taaqaoao
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The largest portion of the Utilities'business tlpe activities net assets is invested incapital assets (land,

utility plant, transportation equipment, office equipment, tooJs and safety devices, communication

equipment, meter testing equipment, intangibles and consttuction work in progress) (55.07. of the net

assets total for f,rscal year endecl June 30, 2011). For fiscal years ended June 30,2071 and June 30,

2010, there is no capital assets related external debt. Restricted net assets represent tesoìlrces that arc

subject to external restrictions, constitutional provisions or errabling legislation on how they can be used

(1 00% of the net assets total for governmental activities and 0. 1 % of the net assets total for bursiness 1¡,pe

activities tbr f,rscal year ended June 30, 20lI). Unrestricted net assets, the part of net assets that can be

usecl to finance day-to-day operations without constraints established by debt covenants, legislation or

other legal requirements (44.9% of the net assets total f'or business type activities for fiscal year ended

June 30, 20II).

Governmental Activities Business Activities
Changes in Net Assets Changes in Net Assets

For the Year Ended F-or the Year Ended

June 30 20lI June 30 20r0 June 30.2011 June 30.2010

Revenues:
Program Revenues:

Charges for Services
General Revenues:

Gain on Disposal of Capital
Rentals
Customer Penalties/Credit
lnterest Income
Miscellaneous lncome
Gas Rate Case Settlement
Free Comnrunity Sen ice
Hail Insurance Proceeds

Total Revenues

Prograrn Expenses:
Electric
Water
Sewer
Gas

Totai Expenses

Block Grant
WTFAP Grant

'Iotal Special Items

Other Financing Source/Use :

Operating Transtèr (Gas Utilitv
To Revolving Loan Fund)

$ 0

0
o

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

3,888,610 3,757,r35

9,650
6,880
3,r74

113,185
0

J,¿J J

0

10,1 1 8

0

6,880
2,005

148,r42
72

3,779
526

0

0 4,034,850 3.918,s39

0

0

0

0

1,993,229
364"412
239,185

r,869,397
439,833
208,530

4,51 17, 164,3L9 1,25

0 U 76t.145 3,772.27i

Special ltems:
Energy Effrcìency & Conservation

0

0

0

0

13,150
869

0

68,621

0 0

00

t4.aI9 68.621

(60,000)

9

0

o

0

0

0

60 000



(continued)

Governmental Activitie s Business Activities
Changes in Net Assets Chanses in Net Assets

For the Year Ended
June 30,2011 June 30,2010 June 30,2011 June 30,2010

Increase in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

60,000 0

0

227,724

14,186,739

214,889

13.971.8500

$ 60,000 0 14,4L4,463 14,186,739

The "Increase in Net Assets" from fiscal year ended June 30, 2011 compared to Jrxre 30, 2010

was higher by $12,835 (6"0%) in the business type activities. The Utilities total net assets (governmental

activities and business type activities) increased 2.0Yo during the fiscal year ended June 30, 2011. The

reason the amount of "Increase in Net Assets" was lower was slightly higher than last year was mainly
due to the increase in "charges for services", which was able to offset a decrease in interest earnings and

grant incorne. The Utilities was able to keep expenses constant with the prior fiscal year.

INDIVIDUAL MAJOR FUND ANALYSIS

Revolving Loan Fund (Special Revenue)

The Revolving Loan Fund was established by a $60,000 transfer from the Gas Utility Fund

during fiscai year ended June 30, 2011. This money represents the {.Jtilities match needed to qualify in
lrscai year ended June 30, 2012 for a $300,000 "Rural Economic Development Grant" that is assisting

the Utilities in establishing money that can be loaned to area businesses for new endeavors, to maintain
retention or for expansion.

Operating Revenues (Utility Funds)

Eleotric operating revenues were $2,07&,607, up 5244,988 or 13"4Yo from the previous fiseal
year, due mainly to the first full year of the rate increase implemented on February I,2010"

Water operating revenues were $4.37,692, down $30,731o,r 6.6Yo from the previous frscal year,

due nnainly to a reduction in the amount of gallons sold.

Sewer operating revenues were $238,000, down $687 or A3%;o frorn the previous fiscal year, due

mainly ia avery slight decrease in metered water sales volume"

Gas operating revenues were $1,134,311, down $83,469 ar 6.9%o fiom the previous fiseal year,

due to a reduction in commodity sales and natural gas commodity prices.
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Operating Expenses (Utility Funds)

Electric operating expenses were $1 ,993,096, up $126,22I or 6.8%o lrom last fiscal year, due

mainly to increases in purchased power costs during the fiscal year.

Water operating expenses were $335,837, down $70,802 or 17.4%o from last fiscal year, due

mainly to a correlation with sales being down, there were some larger water piping repair work last fiscal
year and the purchase of easenents in the prior fiscal year.

Sewer operating expenses were $235,016, up $32,831 or 16.2%o from last fiscal year, due mainly
to an increase in maintenance costs this fiscal year.

Gas operating expenses were 9I,164,013, down $89,802 or 7.2%o from last fiscal year, due

mainly to a reduction in the volume of commodity purchases and lower natural gas commodity prices.

Net Assets (Utilify Funds)

The Electric Fund, which accounts for the operation and maintenance of the electric system,

ended fiscal year 20ll with a $5,834,350 net asset balance compared to the prior year ending net asset

balance of $5,704,710 ($129,ó40 increase or 2.3o/o). The prior fiscal year change was an increase of
$3,980.

The Water Fund, which accounts for the operation and maintenance of the water system, ended

fiscal year 20ll with a 52,892,507 net asset balance compared to the prior year ending net asset balance

of $2,804,629 ($87,878 increase or 3.lo/o). The prior fiscal year change was an increase of $30,294.

The Sewer Fund, which accounts for the operation and maintenance of the sewer system, ended

fiscal year 2011 rvith a $1,067,640 net asset balance compared to the prior year ending net asset balance

of $1,066,396 (91,244 increase). The prior fiscal year change was an increase of $98,001. The main
reasoning the net asset balance increase was less than last year was due primarily to the amount of the
V/TFAP Grant recognized in the prior fiscal year.

The Gas Fund, which accounts for the operation and maintenance of the gas systern, ended Frscal

year 2Ol t with a 54,619,966 net asset balance compared to the prior year ending net asset balance of
$4,611,0A4 ($8,962 increase or 0.02Yo). The prior fiscal year change was an increase of $82,614. The

main reasoning the net asset balance increase was less than last year was due primarily to a drop in
interest income (922,251 decrease) and the f160,000 transfer durìng the fiscal year to establish the

Revolving Loan Fund.
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BUDGETARY HIGHLIGIITS

During fiscal year ended June 30, 2011, the Rock Rapids Municipal Utilities did not amend its
budget"

Receipts came in $443,385 under budget. The Electric Fund receipts came in $30,578 over
budget, the Water Fund came in $108,016 under budget, the Sewer Fund came in $99,140 under budget,
the Gas Fund eame in8267,308 under budget and the Revolving Loan Fund came in $501 over budget"

Disbursements came in $80,149 under budget" The Electric Fund came in $51,314 over budget,
the 'Water Fund carne in $35,648 over budget, the Sewer Fund came in $25,418 under budget, the Gas
Fund came in $201,693 under budget and the Revolving Loan Fund carne in $60,000 over budget"

Other financing sources/uses came in $9,650 over budget (Water Fund).

T'he Utilities budgets on the cash basis but maintains its reeords on an accrual basis; therefore,
accurate aash basis budgeting is a challenge for the {.Jtilities"

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Flease see Note (6) to the financial statements for rnore inforrnation about the LJtilities' capital
assets and related depreciation. The major additions during the fisaal year were for utility plant, a

fibergXass piokup body and a 20I\ Chevrolet Colorado pickup. [JtiXity plant additions were for Electric
Utility line irnprovernents; the Water Utility's 201û water main project (water distribution system
irnpnovemerats); the Sewer Utility's wastewater treatment systenn disinfection faaitrities innprovements
and new mains for the Gas {.Jtility.

Construation in progress at "Iune 30, 2011 consists primariiy of an electric substation projeot,
eleatrio meters replaeernent project, water gravity filter rehabinitatioll project, water pXant improvement
project, wator rneters replacement project, Scada systenn improvernents project for sewer and gas rneters
replacement projeat"

Long-Term Debt

T'he {Jtilities did not trave any externaX long-tenra debt outstanding at Juno 30, 2011. Please see

l{ote (3) for intemal long-tenn loans made frorn the Gas Fund to the V/ater and Sewer Funds.

ECONOMIC FACTORS

The R.oek Rapids Municipal Utilities Electric {Jtility experienced higher retail sales in fiscal year
2A1,A12Affi" The increased sales were the result of a return to nnore norrnal weather conditions. T'he

t2



evolution of regional transmission organizations in the electric industry may change Rock Rapids

Municipal Utilities' rate structure and/or the consumption habits of the customers in the coming year.

The Water Utility saw lower revenues in fiscal year 2070/2011 due to less gallons being sold.

This is the second year in a row where the number of gallons sold was down. The need to refurbish the

thirty-year old water plant, along with a decline in revenues, may result in the need to increase water

rates in the near future.
The Gas Utility rcalized a prof,rt in fiscal year 201012011 mainly due to a reduction in the

purchase cost for the gas commodity. The outlook for the coming year in the purchase of the gas

commodity continues to look favorable due to an abundance of supply in storage.

CONTACTING THE UTILITIES' FINANCIAL MANAGEMENT

This financial report is designed to provide our customers and entities we have dealings with a
general overview of the Utilities' finances and activities. [f you have questions about this report or need

additional financial information, contact Jim Hoye, General Manager,3l0 S. 3'd St., Rock Rapids, Iowa.
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Exhibit A
Rock Rapids Municipal Utilities,

A Component Unit of the City of Rock Rapids
Statement of Net Assets

June 30, 201 1

Governmental Business Type
Activities Activities Total

Assets

Current Assets:
Cash
Certificates of Deposit
Accounts Receivable
Due From Other Governments (Related Farty)
Due From Other Governments
Internal Balance (Revolving Loa¡/Gas Utility Funds)
Notes Receivable - Rock Rapids Development Corporation
Note Receivable - Rock Rapids Business
Xnterest Receivable
Inventory
Frepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits
Depreciation Reserves
'fotal Restricted Cash

Capital Assets:
Land
utilityPlant
Transportation Equipment
Offrce Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Xntangibles

Total Capital Assets (Before W.LF.)
Less: Accumulated Depreciation/Amortization
Capital Assets - Net (Before W.I.P.)
Construction Work in Frogress
Net Capítal Assets

Other Assets:
Notes Receivable - Rock Rapids Development Corporation
Note Receivable - Rock Rapids Business
Lewis & ClarkProject Membership (Related Party)

Total Other Assets

30,000 5,s09,363 s,s39,363

$ 501

0

0

0

0

(s0l)
0

1,680,911

3,355,000
248,311

18,304
9,392

501

5,447
0

19"242

107,315

64,940

l,6gl,4l2
3,355,000

248"311
18,304
9,392

0

5,447
30,000
19,242

107,315

64,940

30,000
0

0

0

0

0

59,440
12,5',78

59,440
12,578

0 72,078 72,018

0

0

0

0

0

0

0
0

179,087
15,286,508

280,799
39,782

280,316
8,077

21"903
34"045

r79,087
15,286,508

280,799
39,782

280,316
8,077

21,903
34,045

0

0

16,130,5r7
(8,967,36t)

16,130,517
(8,967,36r)

0

0

7,L63,156
766,371

7,163,156
766,371

0 7,929"527 7 "929,s27

0

30,000
0

209,553
0

1,053,588

209,553
30,000

1,053,588
30,000 1,263,141 1,293,r4r

TotaX Assets

15
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Exhibit A (Continued)

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Statement of Net Assets
June 30, 201 l

Governmental Business Type
Activities Activities Total

Liabilities
Current Liabilities (Payable From Current Assets):
Accounts Payable

Due to Other Governments (Related Party)
Due to Other Govemments
Construction Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Payroll & Payroll Liabilities
Flex Spending Payable

Unearned Income
Total Current Liabilities @ayable From Current Assets)

Liabilities Payable From Restricted Cash:
Customer Deposits

Long -Term Liabilites:
Accrued Sick Leave Pay

Total LiabilitÍes

Net Assets
Invested in Capital Assets

Restricted for:
Loans to Businesses

Depreciation Reserves
Unrestricted

Total Net Assets

6,4

$ 60,000 14,414,463 14,474,463

0

0

0

0

0

0

0

0

56,065
21,730

9,429

52,814

51,592
14,413

1,203

59,942

56,065
2r,730

9,429
52,814
51,592
14,413

1,203

59,942
0

0

0

267,188 267,188

59,440 59,440

32,958 32,958

0 359,586 359,586

0 7,929,521 7,929,527

60 ,000
0

0

0

12,5',78

72.358

60,000
12,578

6,472,3s8

See Notes to Financial Statement
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Exhibit B
Rock Rapids Municipal Utilities,

A Component Unit of the City of Rock Rapids
Statement of Activities

For the Fiscal Year Ended June 30, 2011

Program Reyenues Net (Expense) Revenue and Changes in Net Assets

Expenses

Charges for
Senvices

Governmental
Activities

Business Type
Activities Total

Functions/Programs:

Governmental Activities:
Community and Economic Development $ 0 0 00 0

Business Type Activities:
Elecrfic Utility
Water Utility
Sewer Utility
Gas Utility

Total Business Type Activitics

Total

1,993,229

364,4t2
239, I 85

1,164,319

3 76t 14s

$ 3,76 l, 145

General Revenues;

Gain on Disposal of Capital Assets

Rentals

Rentals (Related Party)

Customer Penalties/Credit Card Fees

Gas Rate Case Settlement

Interest [ncome

Interest Income (Water, Sewer Funds)

Hail Insurance Proceeds

Total Gemenal R.even¡¡es

SpeciaI lterms:

Energy Effrciency and Conservation Block Grant

WTFAP Grant

Total Specia[ lterms

0ther Fi¡¡ancing Sounce/(Use):

Operating Transfer (Gas Utility Fund to Revolving Loan Fund)

Change ir¡ Net Assets

Net Assets Begímmümg of Yean

Net Assets End of Year

2,078,607

4.3',1,692

238,000

134,3 r I

3,888,610

0

0

0

0

85,378

73,280

(r,r85)
(30,008)

85,378
-13,280

(1, I 85)

(30,008)

0 127,465 127,465

1,888,6 l0 0 127,465 121,465

0

0

0

0

0

0

0

0

9,650

r,880

5,000

3,174

3,233

80,441

32,744

l0,ll8

9,650

1,880

5,000

3,114
J,¿3 J

80,44 I

32,744

10,I t8

0 146,240 146,240

0

0

13, r50

869

13, I 50

869

0 14,019 14,0 l9

60,000 (60,000) 0

60,000 227,724 287,724

0 14,186,739 14,18b,739

See Notes to Financial Statements.
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Exhibit C
Rock Rapids Municipal Utilities,

A Component Unit of the City of RockRapids
Balance Sheet

Governmental Fund
June 30, 201 1

Assets

Current Assets:

Cash
Note Receivable - Rock Rapids Business

Total Current Assets

Other Asset:
Note Receivable - Rook Rapids Business

Total Assets

Liabilities and Fund Balance
Current tiability @ayable From Current Assets):

Due To Proprietary (Gas Utility) Fund

Fund Balance:
Restricted For:

Loans to Businesses

Total Liabilities and Fund Balanee

$

Special Revenue

Revolving Loan
Fund

501

30,000

30,501

30 000

$ 60,501

501

60,000

60,501$

See Notes to Financial Staternents.
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Exhibit D

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Statement of Revenues, Expenses and Change in Fund Balance
Governmental Fund

For the Fiscal Year Ended June 30, 2011

Special Revenue

Revolvíng Loan
Fund

Revenues:
None

Expendifures:
None

Revenues and Expendifures Equal

Other Financing Source:
Operating Transfer Ún (Transfer to Establish

New Revolving Loan Fund)

Net Change in Fund Balance

Fund Balance Beginning of Year

Fund Balance End of Year

0$

0

0

60,000

60,000

0

$ 60,000

See Notes to Financial Statements.
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Exhibit E
Rock Rapids Municipal Utilities,

A Component Unit of the City of Rock Rapids
Statement of Net A.ssets

Proprietary Funds

June 30, 201 I

Assets
Current Assets:
Cash

Certificates of Deposit
Accounts Receivable
Due From Other Utility Funds
Due From Governmental (Revolving Loan) Fund
Due From Other Govcrnments (Related Parff)
Due From Other Governrnents
Notes Receivable - Rock Rapids Development Corporation
lnterest Receivable
lnventory
Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits
Depreciation Reserves

Total Restricted Cash

Capital Asscts:
Land
Utility Flant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles
Total Capital Assets (Before'W.I.P.)
I-ess: Accumulated Depreciation/Amortization

$ 5l E,856

1,030,000
122,775

0

0

4,978
6,623

0

5,782
48,311
2s.119

253,586
0

36,609
0

0

11,924
474

0

0
)< l)')
't6.062

727,666
2,325,004

69,880
67,781

s01

814

1,749

5,447
13,464
33,882
1 I,389

Enterorise Funds

Sewer Gas
Iltilitvt ffil ifv Total

1,6g0,9l I
3,355,000

248,3tt
67,181

501

18,304
9,392
5,447

19,242
107,375
64.940

2 r3.358 3-256.969 5,576,544

Electric
Iltilitv

762 -444

22,357
0

22.3 57

8,373,444
(4.609-364\

Water
Utilitv

343"773

6"845
0

6.845

4,336,615
t2.371.55 8)

0

12,578
12"578

2,289,895
0.4a2.693)

30,238
0

30.238

1 ,I 30,563
(s83.746\

59,440
12.578
72.018

76,'130,517
(8.967.361\

0380,

9,04
0

7
0

0

0

0

0

70

592

546

12.3

46,913
8,025,757

l l 1,468

24,958
r29,052

7,071
16"235
1 1.990

1 18,31 I
4,723,355

29,951
6,498

45,116
1,006

5,668
6.710

0

2,217,179
38,380

734
30,251

0

0

3,355

13,863

920,217
101,000

7,596
75,897

0

0

I1.990

179,087
I5,286,508

280,799
39,782

280,316
8,077

2',1,903

34.04s

20



Capital Assets - Net (Bef'ore W.l.P.)
Construction Work in Progress

Net Capital Assets

Other Assets:
Advances To Other Utility Funds

Notes Receivable - Rock Rapids Development Corporation
Lewis & Clark Project Mernbership (R.elated Farty)

Total Other Assets

Total Assets

Liabilities
Current Liabilities (Payable From Current Assets):
Accounts Payable

Due To Other Utility Fund
Due To Other Governments (Related Party)

Due To Other Governments
Construction Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Fayroll & Payroll Liabilities
Flex Spending Payable

Unearned Income
Total Current Liabilities (Payable From Current Assets)

Liabilities Payable From Restricted Cash:
Customer Deposits

Long -Term Liabilites:
Accrued Sick Leave Pay

Advance From Other Utility Fund

Total Long-Term Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets. Net of,Related Debt

Restricted for:
Depreciation Reserves

Unrestricted

Total Net Assets

4.186.370 2-t73.758 941 .142 628.2s7 7,929.527

3"764,080
422.290

I 8,015
0

166
6,842

50,794
19,043
5"933
1,203

530
102526

22.357

t,965,457
208.701

881,202
53.940

546,8t7
8't.440

641 ,868
209.553

0

7 ,163 ,1 56

766.371

641,868
209.553

588

s6,065
67,r81
2t,730

9,429
52,814
5t,592
t4,413

1,203
59.942

334.369

59.440

32,958
641.868
674,826

12,578
6.552.525

0

0

û

0

0

0

0

0

53 588
0 i.053.588

30,418
5l,785

90
r"331

0

9,932
2,_5 r 8

0

0

96"074

6.845

0 8s1.42 r l "905.009

5"971.171 3"577"964 1.t67,A78 4,766,885 15,483,098

I i,938
0

5.441
577.097

82.538

0

718.749

2,578
15,396

,+5

206
2,0'20
7,144
1,978

0

0

29.367

5,300
64.771

70.071

12,578
r 94-087

5,A54
0

21,429
1,050

0

15,473
3,984

0

59.4r2
t06.402

0 30.23I

10.279
0

10.219

0

3.991"i09

il 938 5

t36.821 685.457 99.438 146.919 1.068,635

4,t8637A 2,173,758 860,975 628,257 7,849364

$5

0

1.647.980

See Notes to Financiai Statements
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Exhibit F
Rock Rapids Municipal Utilities,

A Component Unit of the City of Rock Rapids
Staternent of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
For the Fiseal Year Ended June 30, 201tr

Enterorise Funds

Operating Revenues:
Residential Sales

Commercial Sales

Public Street and Highway Lighting
Wind Power - Residential and Commercial
\ùy'ater Sales - Metered
Water Sales - Rural Water System

Water Sales - Tank l-oads
Sewer Service
Material and Service Sales

Service Income
Service Income (Related Party)

Total Operating Revenues

Operating Expenses:
Production/Processing Expense

Distribution Expense

Accounting alld Collecting
Administrative and General
Free Community Service (Related Party)
Free Community Service
Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

$

Electric
Utilitv

Water
Utilitv

Sewer
Utilitv

Gas
Utititv Total

1,906,275
1,353,773

32,363
548

250,839
179,379

372
236,370

10,437

6,449
1 l,805

3.888.610

2,190,720
363,238

83,764
482,806
I 10,152

26,475

14,248
376,283

80,336

1,058,985

972,168
32,363

548

0

0

0

0

5,577
4,94A
4.132

2.078.607

1,237,074
185,478
29,717

172,855
106"314

16,950

4,929
217,409

28,770
1"993.096

0

0

0

0

250,839
1',79,379

372

0

4,749
s92

2.361
437.692

55,948

61,045
17,882
96,242

0

1,550

1,396

84,673

17" 101

0

0

0

0

0

0

0

236,370
450

0

1.1 80

238.000

119,463
0

7"068
55,279

3,838
0

3,098
34,790
I 1,480

747,290
381,605

0

0

0

0

0

0

267
1,017

4,132
1,134,311

784,235
116,715

29,097
158,430

0

7,975
4,825

39,811

22,985

22

335"837 235.016 1,164,073 3.728.022



Operating lncome (Loss)

Nonoperati ng Revenues (Expenses) :

Gain on Disposalof Capital Assets

Rentals

Rentals (Related Party)

Customer Penalties/Credit Card Fees

Gas Rate Case Settlement

Interest Income

lnterest Income (\üy'ater, Sewer Funcis)

Hail insurance Proceeds

Interest Expense

Interest Expense (Gas Fund)

Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special ltern

Special ltems:
Energy Efficiency and Conservation Block Grant

WTFAP Grant
Total Special ltems

Change in Net Assets After Special ltem

Other Financing Use:

Operating Transfers Out (Transfer to Establish a

New Revolving Loan Fund)

Change in Net dssets After Other Financing Use

Net Assets Beginning of Year

Net Assets End of Year

869

1 3.1 50 869 14.019

129-640 87,878 1,244 68,962 287,724

0 (60,000) (60,000)

129,640 87,878 7,244 8.962 )1'7'7)A

7A4.7tO 2.804.629 t"066,396 4,61 r,004 t4"186.739

$ 5,834,350

85.51 r

0

1,000

5,000

1,404

0

19,928

0

3,780
(1 33)

0

30^919

116,490

r 0l .855 2,984

0

0

U

204
0

355

0

l,û01
0

(4.169)
(2.60e)

375

(29"762'l

0

0

0

1,351

J,ZJ J

59,741

32,744
1,901

(.246)

0

98.724

68.962

160,588

9,650
1,880

5,000

3,174
5.2))

80,441

32,744
10,1 I8

(37e)
(32.744\
1 l3.l 17

273,70s

l3,l 50

869

9,650

880

0

215

0

417

0

3,436

(28"575\
(13.977\

87,878

1 3,1 50

0

0

0

0 0

0

0

00

0

5

See Notes to Financial Statements.
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Rock Rapids Munieipal Utilities,
A Component Unit of the City of Rock Rapids

Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

For the Fiseal Year Ended June 30, 2011

2,033,797
62,694

9,780
(1,362,325)

(275,el6)
(6,467)

( 106,314)
6-950)

338.293

0

467

Entenorise Funds

Sewer
Utilifv

(3,838)
0

39.320

1,123"A65
6,778
5,134

(872,097\
(231,sE6)

(1,082)

0
(7.97s\

22.237

0

0

160.000)

Exhibit G

Total

3,828,929
70,607
20,231

(2,354,288)
(773,883)
(70,607)

(110,152)
06-475\

s84.362

(40,764)
(29,193)
(60.000)

0
I l -550)

184"512

(40,764)
(29,193)

0

169.957\

Electric
Utilitv

Wafer
uriliw

Gas
utiliw

Cash Flows From Operating Activitåes:
Cash Received from Customers and Users
Cash Received from lnterfìrnd Services Provided
Cash Received from Other Revenues
Cash Paid to Suppliei's/Outside Service Providers
Cash Paid for Personal Services (Employees)
Cash Faid for Interfund Services Used
Cash Paid for Free Community Service

(Related Party)
Cash Paid for Free Community Service

Net Cash Provided By (Used For)
Operating Activities

Cash Flows From Noncapital Financing Activities:
Principal Payments on Interfund l-oan from the Gas tJtility
lnterest Paid on lntert'und Loan from the Gas Utiìity
Transfer to Establish R.cvolving Loan Fund

Net Cash Provided By (Used For) Noncapital
Financing ActÍvities

Cash Flows From Capital and Relatcd
FÍnancing Activities:
Principal Payments on Interfund Loan from the Gas Utility
lnterest Paid on lnterfund Loan fi'om the Gas Utility
Proceeds from Sale of Capital Assets
Purchases/Construction of Capital Assets
Special Item: EECB Grant Proceeds

Special ltem: WTFAF Grant Proceeds
Net Cash Provided By (Used For) Capital

and Related Financing Activities

0
0
0

(478,462)
I 1,000

0

0

0

9,650
(2s2,494)

0

0

(14,ó89)
(4,2t1)

0

(r0r,938)
0

10.028

(14,689)
(4,211)
9,650

(953,5 t 1)

1 I,000
r 0.028

$ 434"306
901

4,316
(é1,444)

( 1 63,1 80)
(28,877)

237,767
234

1,001

(58,462)
( 103,201)

(34,1 8 1 )

0

0

0

0

0

0

0 (60.000) (129-9s7)

2( 4,6

0

0
0

7)
0

0
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Exhibit G fContinued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds

For the Fiscal Year Ended June 30, 2011

Electric
Utilitv

Water
Utilifv

Gas

Utilitv Total

Enterprise Funds

Sewer

utitiw

(14)

7,144
(fi,267)

JZt

0

0

5.300

39,320

Reconciliation of Operating Income (Loss) to Net Cash

Provided By (Used For) Operating Activities (Continued):

Adjustments to Reconcile Operating Income

(Loss) to Net Cash Provided By (Used For)

Operating Activities (Continued) :

Changes in Assets and Liabilities (Continued):

Decrease (lncrease) in Inventory

Increase in Frepaid Expenses

Increase (Decrease) in Customer Deposits (Cash)

Increase (Decrease) in Accounts Payable

(Non Capital Assets Related)

Increase (Decrease) in Due to Other Governments (Related Party)

Increase (Decrease) in Due to Other Governments

(Non Capital Assets Related)

Increase in Accrued Vacation/Comp Time Pay

Decrease in Accrued Compensated Absences Pay

Increase (Decrease) in Accrued Payroll & Payroll Liabilities

(Decrease) in Flex Spending Payable

Increase in Unearned Income

Increase in Accrued Sick Leave Pay

Net Cash Provided By (Used For)

Operating Activities

(e58)

(217)

4,666

734
(1,364)

1,265

9,575

(e27)

(555)

1,368

2,949

(203)

15,473

(22,069)
(238)

0

6,886

t0.279

22.237

9,351

(2,594)

5,3'.16

207

2,947

(248)

51,592

(71,891)

1,457

(72s)

1,269

32.958

584,362

0

(86)

0

(786)5,508

(2)

76

19.043

(26,764)

2,447

(725)
383

(5,883)

(107)

9,932
(l1,791)

(63e)

0

0

00

ll 93 8

s 338.293

5

t84.512
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Reconciliation of Cash and Cash Bquivrlents at
Year End to Speclfic Assets Included on the

Statement of Net Assets:

Curreirt Assets;

Cash

Rcstricted Cash :

Custoner Deposits (Casþ
Depreciation Reserves (Cash)

Cash and Cash Equivalents at Year End

$ 518,856

22,357

541.213

253,586

6,845
0

260"431

180,803

0

193,381

727;666

30,238

1,680,911

59,H0

$ 7s7 "904 r.752.92s

See Notes to Fir,ranoial $taternents.
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Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Notes to Financial Statements

June 30, 201 1

(1) Summary of Significant Accounting Policies

The Rock Rapids Municipal Utilities is a component unit (as determined by criteria specified by

the Governmental Accounting Standards Board) of the City of Rock Rapids, which is a political

subdivision of the State of Iowa located in Lyon County, lowa and operated under the Home

Rule provisions of the Constitution of Iowa. The Rock Rapids Municipal Utilities provides

electric, water, sewer, and gas utilities and related services to its customers. The Utilities
developed a Revolving Loan Fund in f,rscal year 201012011 to assist in the financing of
approved rural economic development projects. The Rock Rapids Munioipal Utilities is

established and operated in accordance with Chapter 388 of the Code of lowa. The Utilities is
governed by a three-member Board of Trustees appointed by the Mayor and approved by the

City Council, which exercises oversight responsibility under the criteria of the Code of Iowa.

The financial statements of the Rock Rapids Municipal Utilities have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) as prescribed by the

Governmental Accounting Standards Board except that managernent has not recorded the net

other postemployment benefits (OPEB) liability in the business type activities and the

proprietary funds and , accordingly, has not recorded the corresponding OPEB expense. There

are also no disclosures reported on the OPEB obligation in the notes to the financial statements.

The Rock Rapids Municipal Utilities operates a single-employer retiree benefìt plan which

provides medical/prescription drug benefits through a plan with the Sanford Health Plan.

Retirees under age 65 pay the same premium for the medical/prescription drug benefit as active

employees, which results in an implicit rate subsidy and OPEB liability/expense. Accounting

principles generally accepted in the United States of America require that this net OPEB

liability be reported and expensed, which would increase liabilities and expenses and decrease

net assets of the business type activities and the proprietary funds. Required disclosures to be

in conformity with accounting principles generally accepted in the United States of America

that are omitted for this implicit rate subsidy include the plan description, funding policy,

annual OPEB cost and net OPEB obligation, funded status and funding progress, and actuarial

methods and assumptions.

Management has also decided to omit the Schedule of Funding Progress for the Retiree Health

Plan that accounting principles generally accepted in the United States of America require to be

presented to supplement the basic financial statements. Such missing information, although not

a part of the basic financial statements, is required by the Governmental Accounting Standards

Board.

A" Reportine Entity

For financial reporting pu{poses, the Rock Rapids Municipal Utilities has included all

funds, organizations, agencies, boards, commissions and authorities. The Utilities has

also considered all potential component units for which it is financially accountable and
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other organizations for which the nature and significance of their relationship with the
Utilities are such that exclusion would cause the Utilities' financial staternents to be
misleading or incomplete. The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include
appointing a voting majority of an organization's governing body, and (l) the ability of
the Utilities to impose its will on that organization or (2) the potential for the organization
to provide specific benefits to or impose specific financial burdens on the Utilities" The
Rock Rapids Municipal Utilities has no component units which meet the Govemmental
Accounting Standards Board criteria.

As previously noted, the Rock Rapids Municipal Utilities is a component unit of the City
of Rock Rapids. While the Rock Rapids Municipal lJtilities is considered legally
separate from the City, there is a financial benefit/burden relationship between the City
and the Utilities, and a relationship such that exclusion would oause the City of Rock
Rapids' financial statements to be misloading or incomplete. The City of Rock R.apids
appoints the Utilities' governing body as already disclosed"

T'he Rook Rapids Municipal Utilities made contributions to tho City of Rock Rapids in the
amount of $110,152 (reported as ftee cornrnunity service - related party) and reimbursed
the City of Rock Rapids for the Utilities share of a water main distribution system
improvements project (done in correlation with the 2010 street project) construction
contract in the amount of $68,548 on the cash basis (532,249 on the accrual basis) for the
fiscal year ended June 30, 201\. lthe City of, R-ock Rapids paid the Rock R.apids
Municipal Utilities $5,000 for rent and $11,805 for garbage/recycling billing and
aollection services. The City of Rock R.apids also pays the Utilities for utility services
and both entities charge each other for any occasional labor and rnaterials provided to
each other (these costs have not been presented separately in the financiai statements).

Jloint Ventures - The Utilities is a participant in joint ventures that provide goods and/or
services to the Utilities" There is ongoing financial interest and responsibility by the
[Jtilities and other participating rnembers, whioh is ref]ected through the price each joint
venture charges to provide the goods and/or services to the {.Jtilities and otkrer
participating rnembers. The {Jtilities has this ongoing finanaial interest and responsibitrity
as a mernber of the Missouri River Energy Serviaes and the llewis & Clark Regional
Water System, Inc. The Utilíties paid the Missouri River Energy Services $tr,tr76,564 for
power and energy services, 52,52\ for dues and $300 for rneeting registrations. lthe
Utilities reaeived 577,294 from the fulissour-i River Energy Services as a reimbursernent
for rnonthly capacity generation fees and generator costs and $30,470 as a reimbursement
for the "tsright Energy Solutions Frogram." Flease see Note (7) for inforrnation on the
Lewis & Ctrark R.egional Water System, [nc. FinanciaX information on each joint venture
is not included with the Utilities' financíatr staternents. In order to obtain financial
information and financial statements on each joint vemture to determine whether each

.joint venfure is accurnulating significanf finaneian resources or is experiencing fiscal
stress that rnay cause an additional financial benefit to or burden on the Utilities, please
contaet the Utilities Manager at the {Jtilities office.
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B. Basis of Presentation

Government-Wide Financial Statements - The Statement of Net Assets and the Statement

of Activities report information on all activities of the Utilities, For the most part, the

effect of interfund activity has been removed from these statements, except for interfund
service billings and interest charged for interfirnd loans. Governmental activities, which
are supported by intergovernmental revenues, are reported separately from business type

activities rely to a significant extent on fees and charges for services.

The Statement of Net Assets presents the Utilities' assets and liabilities, with the difference

reported as net assets. Net assets are reported in three categories.

Invested in capítal assets, consists of capital assets, net of accumulated

depreci ati o nl atnorttzation.

Restricted net assets result when constraints placed on net asset use are

either externally imposed or imposed by law through eonstitutional
provisions or enabling legislation.

(Jnrestricted net assets consist of net assets not meeting the definition of
the two preceding categories. Unrestricted net assets often have

constraints on resources imposed by managernent which can be removed

or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given

function/program are offset by program revenues. Direct expenses are those clearly
identifiable with a specific fuirction/program. Program revenues can include 1) charges to

customers or applicants who purchase, use or directly benefit from goods, services or
privileges provided by a given function and 2) pgants, contributions and interest restricted

to meeting the operational or capital requirements of a particular function/progt:aÍfl, when

applicable. Unrestricted interest and other items not properly included among program

revenues are reported instead as general revenues.

Fund Financial Statements - Separate financial statements are provid.ed for govemmental

and proprietary funds. Major individual goverrìmental and proprietary funds are reported

as separate columns in the fund financial statements.

The Utilities reports the following major govemmental fund

Special Revenue

The Revolving Loan Fund is to be usecl to account for all funds derived from a "Rural
Economic Development Grant" agreement between the Utilities and Rural
Development, through the Rural Business - Cooperative Service. This Revolving
Loan Fund is to be used to assist in the financing, through the form of a loan, of
approved rural economic development projects. This Fund is meant to attract, retain
andlçr expand business that would generate public benefits to the citizens of Rock

Rapids and the surrounding area.
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The Utilities reports the following major proprietary funds (the Utilities considers all the
funds the Utilities has as major):

Enterprise:

The Electric Utility Fund is used to account for the operation and maintenance of
the Utilities' electric system"

The Water Utility Fund is used to account for the operation and maintenance of
the Utilities' 'water systan.

The Sewer Utility Fund is used to account for the operation and maintenance of
the Utilities' sanitary sewer system.

The Gas Utility Fund is used to account for the operation and maintenance of the
Utilities' gas system"

C. Measurement Focus and Basis of Accounting

The government-wide and proprietary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
rocorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows" Grants and similar items are recognized as revenue as

soon as all eligibility requirements imposed by the provider have been satisfied"

Govemrnental fund financial staternents are reported using the current f,rnancial resources
measurement focus and the modified accrual basis of accounting. R.evenues are recognized
as soon as they are both measurable and available" Revenues are considered to be available
when they are collectible wittrin the ourrent period or soon enough thereafter to pay
liabilities of the current period. For this pu¡pose, the Utilities consider revenues to be
available if they are collected within 60 days after year end.

llntergovernmentaX revenues and interest are considered to he suseeptible to accrual" Ann

other revenue iterns are considered to be rneasurable and available only when cash is
received by the Utilities.

Expenditures generally are recorded when a triabitrity is incurred, as under acorual
accounting. However, principatr and interest on iong-terna debt, clairns and judgrnents and
compensated absences are recognized as expenditures only when payrnent is due, as

applicable. Proceeds of general nong-tenn debt a¡'e reported as other financirag sources, as

applicable.

When an expenditure is incurred in govemrnental flmds which san be paid using either
restricted or unrestricted resources, the [Jtilities' policy is generally to first apply the
expenditure toward restrieted fund balance and then to less-restrictive classifications -
committed, assigned and then unassigned frind balances.
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Under terms of some grant agreements, the Utilities may fund certain qualiffing expenses by

a combination of speeific cost-reimbursement grants, categorical blook grants and general

revenues. Thus, when qualiSring expenses are incurred, there are both restricted and

unrestricted net assets available to finance the qualiffing expenses. It is the Utilities'
policy to first apply cost-reimbursement grant resources to such qualifuing expenses,

followed by categorical block grants and then by general revenues'

The proprietary funds of the Utilities apply all applicable GASB pronouncements, as well as

the following pronouncements issued on or before November 30, 1989, unless these

pronouncements conflict with or contradict GASB pronouncements: Financial Accounting

Standards Board Statements and Interpretations, Accounting Principles Board Opinions

and Accounting Research Bulletins of the Committee on Accounting Procedure.

Proprietary fuinds distinguish operating revenues and expenses from non-operating items.

Operating revenues and expenses generally result from providing services and producing

and delivering goods in conneetion with a pr<lprietary fund's principal ongoing operations"

The principal operating revenues of the Utilities' Enterprise Funds are charges to

customers for sales and services. The principal operating expenses for Enterprise Funds

include the cost of sales and services, administrative expenses, conìmunity service

donations and depreciation/amofüzatíon on capital assets. All revenues and expenses not

meeting this definition are reported as nonoperating revenues and expenses, including

rental income, customer penalties, miscellaneous incoms, gas rate case settlement, hail

insurance proceeds, interest income, free community service agreement, gain (loss) on

disposal ofcapital assets and interest expense.

The Utilities maintains its financial records on the accrual basis of accounting.

D. Assets. Liabilities and Net Assets

The following accounting policies are followed in preparing the financial statements:

Cash. Certi of Deoosit and Cash Eouivalents - 'Ihe cash balances of most of the

Utilities funds are pooled and invested. Interest earned on investments is allocated to the

appropriate fund. Investments on June 30, 20Il consist of non-negotiable certificates of
deposit which are stated at cost.

For purposes of the Statement of Cash Flows, all short-terrn investments that are highly

liquid (including restricted cash) are considered to be cash equivalents. Cash equivalents

are readily convertible to known amounts of cash and, at the day of purchase, they have a

maturity date no longer than three months. Cash investments not meeting the definition

of cash equivalents at June 30,2011 included all of the certificates of deposit.

Accounts Receivable -- Accounts receivable are recorded in the Enterprise Funds at the

time the service is billed. Accounts receivable represents money owed to the Utilities,

mainly for utility sales, that was not paid to the Utilities as of June 30,2011.

Due from and Due to Other Utilitv Funds/ vance to and Advance Other Utilitv
Funcls - During the course of its operations, the Utilities has numerous transactions
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between utility funds and the Utilities also approved some interfund loans between utility
funds. To the extent certain transactions and the loans between funds had not been paid
or received as of June 30, 2011, balances of interfund amounts receivable or payable have
been recorded in the fund financial statements.

Due From Governmental lRevolvins Loanl Fund/Due to Proprietarv (Gas Utilitv) Fund -
The Gas Utility Fund borrowed the Revolving Loan Fund enough money in order to keep
a bank account open for the new Revolving Loan Fund. The balance on this loan of $501
is to be paid back in FY 20lll20l2 with no interest.

Due from Other Govemments (Rçla!çel Part]¡) - Due from other governments (related
party) represents amounts due from the City of Rock Rapids for charges for sales and
services provided.

Due from Other Governments - Due from other governments represents amounts due ftonn
other governments for charges for sales and services provided and for Energy Efficiency
and Conserwation Block Grant proceeds.

Inventory - Inventories are valued at cost using the f,rrst-irlf,rrst-out method. Inventories in
the Enterprise Funds consist of materials and supplies. Inventories are recorded as
expenses when consumed or sold rather than when purchased.

Prepaid Expenses - Prepaid expenses represents insurance premium and other expense
payments that will benefit a future f,rscal year. Frepayments are recorded as expenses
when utilized rather than when paid for"

Restricted Cash - Funds set aside for deposits held by the Utilities (custorner deposits
restricted for application to unpaid customer accounts or for refund to customers) and per
Federal EPA requirements (depreciation resewes - provide cash for repair and
replacement of equipment, including the evenfual replacement of the entire wastewater
treatment plant).

Capital Assets - Capital assets, which include property, utility system irnprovernents,
vehicles, equipmont and intangibles are reported in the business type activities aonr,mnn in
the government-wide Statornent of Net Assets and in the appropriate Enterprise Fl,lnd
colurnn in the Fropnietary Funds Statement of Net Assets. Capital assets are recorded at
historical cost if purchased or aonstructed. Donated capital assets are recorded at
estimated fair market value atthe date of donation. T'he costs of normal rnaintenanae and
repair not adding to the value of the asset or nnaterially extending asset lives are not
capitalized. Reportable capitaX assets acquired prior to July 1 ,20A4 are defined by the
Utilities as assets with initial, individuan costs in excess of $500 and estirurated usefrrl lives
in excess of two years. Reportabne oapital assets acquired after June 3A,2tt4 are defined
by the Utilities as assets with initial, individual aosts in excess of the following thresholds
and have estirnated useful lives in excess of two years.
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Asset Class Amount
Utility Plant
Equipment, Tools and Safety Devices
Intangibles

$10,000
$ 5,000

$20,000

Capital assets of the Utilities are depreciated/amortized using the straight line method over

the following estimated useful lives:

Asset Class

Estimated Useful Lives
(In Years)

UtilityPlant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles

5 - 50 years

5 years

5 - l0 years

5 - 10 years

5 - l0 years

5 - 7 years

5 - 40 years

Construction projects that have not been completed as of June 30, 2AIl are reported as

"Construction Work in Progress" on the balance sheet'

Lewis & Clark Project Membership (Related Party) - This represents membership costs to

date related to the Lewis & Clark Regional Water System, Inc. project. The membership

costs include the Utilities pro rata share of the base system incrernental costs and any non-

capitalized directly paid member specific incremental costs.

- This represents

statesalesandusetaxes,garbageandrecyclingcollections,andpa¡rmentsforservicesand
reimbursements which will be remitted to other governments and the City of Rock

Rapids.

Accn¿ed Vacation/Comp Time Pay - The Utilities' personnel policy provides full-time
employees with vacation pay and one employee with comp time pay in varying amounts.

Vacatior/comp time expenses for employees are charged to operations when earned by

the employee in the Government-Wide and Proprietary Funds financial statements. At
termination, an employee is paid for accumulated vacation/comp time. The amount

recorded in the accounts for vacation/comp time pay aggregated $51,592 at June 30,2011
(computed based on rates of pay in effect at June 30, 2011). This liability has been

presented as a cuffent liability in the financial statements as this liability is expeeted to be

paid within ayear.

ACçrued Sl* feave pay - The Utilities' personnel policy provides full-time employees

with sick leave in varying amounts. Sick leave pay expenses fcrr non-vested employees

are charged to operations when taken by the employee. Sick leave pay expenses for
vested employees are charged to operations when earned by the employee in the

Government-Wide and Proprietary Funds financial statements.
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An employee who has been employed by the Utilities for over ten years, but less than
fifteen years, and terminates employment due to retirement or death is entitled to 15% of
unused accumulated allowable sick leave benefits. An employee who has been ernployed
by the Utilities for over fifteen years and terminates employment for any reason, other
than dismissal, is entitled to l5%o of accumulated allowable sick leave. As of June 30,
2011, employees' vested sick leave benefits aggregated $32,958 (computed based on rates
of pay in effect at June 30, 2011). Aggregated vested sick leave benefits (15% of
accumulated allowable sick leave) are included in the accounts.

A summary of changes in accrued sick pay is as follows:

Accrued Sick
Leave Fay

Balance Beginning of Year
lncreases
Decreases

Balance End of Year $ 32,958

This liability is recorded in the Government-Wide and Froprietary Fund financial
statements as a long-term liability as this tiability is not expected to be payable within a
year.

Unearned Income - Arnounts received on customer accounts before being bilXed are
recorded in the "unearned income" account. Revenue is reported in the period in which it
is realized ar rcaltzable and earned; therefore, when paynrents on accounts are received in
advance of being earned, the annount applicable to future periods is deferred to ftitn¡re
periods. The arnount unearned is considered a liability because it represents an obligation
to perform a service in the future arising from a past transaction.

Fund Equity - Xn the Goverrunentan Fund finanoial staternent, fund balance is classified as
follows:

Restriated - Amounts restriated to specific purposes when constraints pXaced on the
use of the resources are either externally imposed by creditors, grantors or state or
federal laws or irnposed by law through constitutional provisions o enabling
legislation"

Net Assets: Restricted - Xn the Froprietary Fund financial staternents, restricted net assets
are reported for arnounts legally restricted by outside parties for use for a specifîc purpose.
The amount of,net assets restricted at .Itrne 3A,2011 is cornputed as fotrlows:

g 34,223
2,r74

(3,439)

Electric

uriliry
Fund

Water

utiliry
Fund

Sewer

Utility
Fund

Gas

Utility
Fund T'otal

Total Restricted Cash
Deposits Payable

Net Assets:

Reshicted (June 30, 201l)

s 22,357
02"357\

6,845
16"84s)

12,578
0

30,238
(30"238)

72"018
(59"440't

$ 0
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The restricted net assets in the Sewer Utility Fund is for required depreciation reserves per

Federal EPA requirements.

The "Invested in Capital Assets" is reported in the Government-Wide Statement of Net

Assets as 57,929,527 and the "lnvested in Capital Assets, Net of Related f)ebt" in the

Proprietary Funds Statement of Net Assets as $7,849,360. The $80,167 difference is due

to the removal of the capital related debt (debt attributable to the acquisition, construction

or improvement of capital assets) owed by the Sewer Utility to the Gas Utility. The effect

of this interfund loan was removed from the Government-Wide Statement of Net Assets

as only external debt is reflected in that financial statement'

E. Budgets and Budeet4rv Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary

lnformation. During the year ended June 30, 2011, disbursements in the business type

activities function for the Rock Rapids Municipal Utilities did not exceed the amount

budgeted as part of the City of Rock Rapids' adopted budget; however, disbutsements in
the community and economic development function for the Rock Rapids Municipal

Utilities did exceed the amount budgeted as part of the City of Rock Rapids' adopted

budget. The budgetary comparison is prepared by making mermorandum adjusting entries

to the accrual basis financial records to eonvert the records to the cash basis (the basis upon

which the adopted budget is prepared).

(2\ Cash and Investments

The Utilities' deposits in banks at June 30, 2011 were entirely covered by federal depository

insurance or by the State Sinking Fund in ascordance with Chapter lZC of the Code of lowa.

This chapter provides for additional assessments against the depositories to insure there will
be no loss of public funds.

The Utilities is authorized by statute and its written investment policy to invost public funds in

obligations of the Unitecl States government, its agerrcies and instrumentalities; certificates of
deposit or other evidences of deposit at federally insured depository institutions approved by

the Utilities Board; prime eligible bankers acceptances; certain high rated commercial paper;

perfected repurchase agreements; certain registered open-end management investment

companies; and certain joint investment trusts'

The Utilities had no investments meeting the disclosure requirements of Govemmental

Accounting Standards Board Statement No 3, as amended by Statement No. 40.

Bgard Desipnated Reserves - The Utilities Board has designated money to be set aside in
Proprietary Funds as reserves for economic development, depreciation, and the Lewis & Clark

Project. The money designated for these purposes is inoluded in the unrestricted (current

assets) cash balances as of June 30,2011 as there is no legal responsibility that these amounts

be used for these purposes. The amount of the Board designated reserves in Proprietary Funds

on June 30,2011 is as follows:
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Economic
Development

Reserves
Depreciation

Reserves

Lewis & Clark
Project Sinking
Fund Reserve Total

Electric Utility Fund
\Mater Utility Fund
Gas Utility Fund

Total

$ 20,005
3,166

15,110

0

77,592
0

0
19,780

0

$ 20,005
100,538

15,110

$ $

$ 38,281 S 77,592 $ 19,780 $ 135,653

(3) I)ue from and Due to Other Utility Funds/Advance to and Advance from Other Utility Funds

On January 27,2006, the Gas Utility Fund loaned $400,000 to the'Water [Jtility Fund to assist
with the payrnent of Lewis & Clark project membership costs. The loan carries a 4"4205
annual percentage interest rate, annual payments are scheduled at $35,409 and final maturity
date is January 27,2A22. During the fiscal year ended June 30, 2017, the Water {Jtility Fund
paid the Gas Utility Fund $2 I ,073 in principal and $ I 4,3 3 6 in interest on this loan. 'l[he .Iune
30,2011 balance on ttrris loan was 5303,225.

A summary of the annual principal and interest requirements on this loan to rnafurity hy year
is as follows:

Year Ending
June 30. Frincipal Interest T"otal

2tt2
2At3
2AA
2015
2A16

2017-2t21
2422

s 22,0t4
22,943
23,992
25,052
26,164

x,49,164
33,910

13,405
1,2,466

ll,4l7
10,357
9,249

27,879
1,499

35,409
35,409
35,409
35,409
35,409

177,443
35,409

T'otan $ 303,225 86,272 389,497

On March 28, 2AA7, *re Gas Utility Fund loaned an additional $390,257 tø the W'ater Utitrity
Fund to assist with the payrnent of additional Lewis & Clark project rnembership costs. T'he
loan carries a 4.4205 annual pencentage interest rate, annual paynnents ars scheduled at
$34,548 and fìnal maturity date is Marctr 28,2A23" During the fiscal year ended Jlune 30,
2}ll, ttre Water Utility Fund paid the Gas {Jtility Fund $19,691 in principal and $14,857 in
interest on this loan" llhe.nune 30, 20tr I balance on this loan was $3n6,399"

A summaly of the annual principal and interest requirements on this loan to maturity b3r year
is as follows:
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Year Ending
June 30, Principal Interest T<ltal

2012
20t3
2014
2015
2016

2017-2021
2022-2023

g 20,523
21,469
22,418
23,409
24,4r6

139,393
64,77r

14,025
13,079
72,730
11,139
70,132
33,347
4326

34,548
34,548
34,548
34,548
35,548

172,740
69,097

Total $ ¡ 16,399 98,178 4r5,577

On March 27,2006, the Gas Utility Fund loaned $ 150,000 to the Sewer Utility Fund for utility
plant capital asset costs. The loan carries a 4.7754 annual percentage interest rate, monthly

payments are scheduled at $1,575 and final maturitydate is March 27,2016. Duringthe
fiscal year ended June 30, 2}ll, the Sewer Utility Fund paid the Gas Utility Fund $14,689 in
principal and 54,211 in interest on this loan. The June 30,2011 balance on this loan was

$;80,1 67.

A summary of the annual principal and interest requirements on this loan to maturity by yeat

is as follows:
Year Ending

June 30, TotalPrincipal Interest

2012
2013
2At4
2015
2016

$ 15,396
16,157
16,946
17,773
13,895

3,504
2,743
1,954
1,127

280

18,900
18,900
18,900
18,900
14,T75

Total $ 80,167 9,608 89,775

The balances in the "Due From and f)ue to Other Utility Funds" and "Advance To and

Advance From Other Utility Funds" are for the aforementioned loans between funds and

accrued interest on these loans as follows:

Payable Receivable

Assets/Liabilities Water Utility Sewer Utility Gas Utility
Due From/To:

Loan (Current Portion)
Accrued lnterest on Loans
Total Due From/'Io

Advance To/From:
Loan (Noncurrent Portion)

( 51,785) ( 15,396) 67,18r

( 577,097) ( 64.77rj 641,8ó8

$(
(

42,527)
9

15,396)
0)

57,923
9,258

(
(

) ( 80,167)Total
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(4) Notes Receivable - Rock Rapids Development Corporation

On Septonbet 28, 2009, the Rock Rapids Municipal Utilities loaned $140,000 to the Rock
Rapids Development Corporation to be used toward the purchase of approximately 28 acres of
real estate in Rock Rapids, Iowa for development purposes. This promissory draw note loan
earns interest at a rate of 2.5To per annum (accrued interest is to be paid annually with interest
computed through December 31't of each year) and is secured by a real estate mortgage on the
28 acres of real estate purchased through the aforementioned loan funds.

The Rock Rapids Development Corporation is to pay all principal and unpaid interest due per
this promissory draw note no later than thirty days after written demand for such payrnent by
the Rock Rapids Municipal Utilities, provided, however, that the entire amount of loan
outstanding and any unpaid interest shall be paid no later than twenty years after September 28,
2009, and provided further, however, that upon the sale of any part or all of the 28 acres, the
Rock Rapids Development Corporation shall repay that percentage of such net sale proceeds
from the sale which are equivalent to the percentage of acres sold frorn the original 28 acres
purchased from the proceeds of this loan. If the Rock Rapids Development Corporation sells
all28 acres, the R.ock Rapids Development Corporation shall repay the Rock Rapids Municipal
Utilities all unpaid principal and interest no later than thirty days after final closing on such
sale.

On June 29, 2010, the Rock Rapids Municipal Utilities loaned $75,000 to the Rock Rapids
Development Corporation to be used toward the purchase of a 5 aclre parcel of real estate. This
promissory draw note loan eams interest at arate af 3.lYo per annum (accrued interest is to be
paid annually with interest computed through June 30th of each year) and is secured by a real
estate mortgage on the 5 acre parcel of real estate noted above.

This promissory note shall be for a period of ten years with interest only payable annually. The
Rock R.apids Developmont Corporation shall have the right to make additional principal
payrnents at any time. I{owever, upon the sale, gift, or transfer in any way of any part of all of
the five acres, the Rock Rapids Development Corporation shaln be required to pay to the Rock
Rapids Municipal Utilities $15,000 per acre transferred. The R.ock Rapids DeveXopment
Corporation shall pay this annount to the Rock Rapids Municipal Utilities no later than 30 days
after any transfer ofreal estate.

As of June 30, 2AIl, the balance on these notes receivable was $215,000 as no payrnents had
been received on these prornissory notes; however, please see Note (tr6), Subsequent Events,
for details on 1.7\7 of the 5 aore parcel being sold by the Rock R.apids Development
Corporation in July 201n. Basod on the agreement of the sales, 55,447 is to be paid to the
Utilities in FYE 6-30-2A12, with the remaining $20,304 to be received between July I, 2Ol2
and July 1, 2015. Eased on this information, the Utilities is presenting$5,447 of the notes
receivable as '"Current" and $209,553 as an "Other Asset" on the Statement of Net Assets.
lnterest income of $5,787 has been recognized for fiscal year ended June 30, 2011 on these
notes receivable.
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(5) Note Receivable - Rock Rapids Business

The Utiltities loaned the Rock Rapids Community Affairs Corporation $60,000 in November

2010 ftom the newly established Revolving Loan Fund to go toward construction costs of a
spec building. In August 2011, the Rock Rapids Community Affairs Corporation assigned a

real estate contract from the buyers of the spec building over to the Rock Rapids Municipal

Utilities. This loan is to be repaid atarate of $3,000/month starting September 1,2071 with no

interest on the loan. Based on this, $30,000 should be collected in fiscal year 20lIl20I2
("Current Asset") and the remaining loan amount of $30,000 at June 30, 201I should be

received in fiscal year 201212013 ("Other Assets"). Please see Note (16), Subsequent Events,

for additional money borrowed as part of this loan in fiseal year 201112012.

(6) Capital Assets

Capital assets activity for the fiscal year ended June 30, 2011 was as follows:

Balance
Beginning

of Year Increases Decreases

Balance
End

of Year

Business Type Activities:
Capital Assets Not Being Depreciated/Amortized:

Land
Construction Work in Progress
Total Capital Assets Not Being Depreciatedlfumofüzed

Capital Assets Being Depreciated/Amortized :

UtilityPlant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipmerrt
Meter Testing Equipment
Intangibles
Toìal Capital Assets Being Depreciated/Amortized

Less Accumulated D epreci ation/Amorti z ation For :

Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter'Iesting Equipment
Intangibles

Total Accumulated Depreciation/Amortization

994,292
119,087
766.371

474,322 894,292 (423.t56) 945,458

$ 179,087
295"235

0
(423.1s6]'

0

14,832,808
240,850

39,782
280,316

8,077
21,903
34,045

453,700 (
39,949 (

0(
0(
o(
0(
0(

15,286,508
280,199

39,182
280,3 t 6

8,077
21,903
34.046

0)
0)
0)
0)
0)
0)
0)

15,457,181 493,649 ( 0) 1 5,951,430

8,12r,294
199,233
25,699

212,601
8,079

27,903
2,269

330,414
17,655
2,524

o) 8,451,708
0) 216,888
o) 28,233
o) 23t,482
0) 8,079
o) 21,903
0) 9,078

I 8l
0

0

8,8

(
(
(
(
(
(
(6,809

Total Capital Assets B eing Depreciate dl Amofüzed, Net 6.866.703 r17,366

8,591,078 376,283 I 0) 8.967.36r

( 0) 6^984.069

Business T1.pe Capital Assets, Net

40

s7,341,025 1,011,658 (423,156) 7,929,527



Depreciationlamofüzation expense was charged to the different Utilities as follows:

Business Type Activities:
Electric Utility
Water Utility
Sewer Utility
Gas Utility

Total Depreciation/Amortization Expense -
Business Type Activities

$ 217,009
84,673
34,790
39,811

9316,283

(7) Lewis & Clark Project Membership - Related Party

On June 27,2002, the Rock Rapids Munieipal Utilities entered intei an agreement with the Lewis
and Clark R.egional Water System, Inc. to become a member in l-ewis & Clark Regional Water
System, Inc. On December 22, 2005, the Rock Rapids Municipal Utilities entered into an
amended and restated commitment agreement with the Lewis & Clark Regional \tr/ater System,
Inc" úr the arnended and restated commitment agreement, the {.Jtilities agrees to pay the
Utilities' allocated construction percentage of the base system costs (examples: administrative,
overhead, engineering, financing, debt service, legal oosts and fees), related
membership/lobbying fees and to direetly pay for design and construction of service lines plus
any other member specific costs. As of Jrme 30, 20\\, the {Jtilities has paid/accrued
$1,053,588 toward the cost of rnembership, which includes base system costs and related
rnembership/trobbying fees ($5,811 was paid/accrued during fiscatr year ended June 30,2011).
The Utilities has also paid/accrued $56,398 for design and aonstruction of, service lines plus
other rurernber specific fees that the Utilities is including in the Construction Work in Frogress
account (fi15,153 was paid/accrued during fiseal year ended June 30, 2011).

As of June 3A,2A11, the Utilities has paid all of,its projected allocated construction percentage of
the base systorn costs. There have been no forrnal projections of the continuing related
mernbership/lobbying fees or of the member specifie aosts to be incurred yet as of, June 30,
2OTI"

nf the R"ock Rapids Municipal Utilities would withdraw frorn rnernbership in Lewis & Clark
Regional \X/ater System, Ina., the {.Jtilities would forfeit atrl amounts paid to {-ewis & Clark
Regionan Water System, hlc., whether in tkre forrn of rnernberskrip fees, construction payments
or arnounts placed or on doposit in the IVlaintenance and Repair Fund, the Capital Xrnprovement
Fund or tlae Operating R.eserve Fund.

[-Ipon comptretion of the project, the R.ock R.apids lVfunicipatr Utinities ag[ees to purchase a

rninirnum of, n37,500 gallons of potable, treated water per day, orn average, eaeh n'ronth at the
water rates and claarges set by f-ewis & Clark R.egionatr V/ater Systena, trnc.

Flease see Note (15), Comrnitments, for an additional water purchase agreemont entered into
with llewis & Cnark R.egionatr Water System, [nc.
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(S) Due to Other GovernmentslDue to Other Governments - Related Party

The Utilities purchases services from other governmental units, remits sales and use tax to the

State of lowa, reimburses the City of Rock Rapids for expenses, and remits gatbage and

recycling collections to the City of Rock Rapids.

A summary of amounts due to other governments follows:

Fund Description Amount

Electric Utility

Water Utility

Sewer Utility

Gas Utility

Total

State Sales and Use Tax

State Sales and Use Tax

State Sales and LIse Tax

State Sales and Use Tax

$ 6,842

206

1,33 I

1,050

g 9,429

A summary of amounts {ue to other governments-related party (City of Rock Rapids) follows:

Fund Description Amount

Electric Utility

'Water Utility

Sewer Utility

Gas Utility

Expense Reimbursement

Expense Reimbursement

Expense Reimbursement

Garbage/Recycling Coll ections and

Expense Reimbursement

r66

90

45

$

2T

$zt 730

29

Total

(9) EECB and WTFAP Grant - "Speeial ltems"

The Utilities anel the City have been approved for a $105,579 Energy Efficiency and

Conservation Block (EECB) Grant for the purpose of replacing street lighting in Rock Rapids

(Rerrofit Street Lighting Project). The Utilities and the City must match the $105,579 grant'

The tltj.lities has committed to match $103,579 from the Electric Fund ($91,921 in cash and

$11,658 in the f'orm of in-kind labor contributions to the project). Additionally, the City of
Rock Rapids will provide in-kind labor contributions t<¡ the project of $2,000. As of June 30,

2071, the Utilities is reporting EECB Grant income of $13,150 ($11,000 received as of June

30,2011, with $2,150 reported as "Due From Other Governments"), as well as provided

52,960 of in-kind labor towards the project. As of June 30,2011, the remaining amount to be

recognized as revenue ftom the Grant is 592,429, with $102,619 of matching funds to be

contributed from the Utilities and the City'
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The Rock Rapids Municipal Utilities has been awarded an Iowa Finance Authority.Wastewater
Treatment Financial Assistance Program (WTFAP) Grant. The WTFAP Grant is to help offset
up to 600/o of the costs incurred by the Utilities to construct improvements to disinfection
facilities in the Sewer Utility. The improvements to the wastewater treatment system are to
comply with water quality standards adopted by the Iowa Department of Natural Resources in
2006" The WTFAP Grant award was for up to $l I1,135 (60% of $185,225 in budgeted project
costs). For the fiscal year ended June 30, 2011, the Utilities is reporting WTFAP Grant income
of $869 in the Sewer Utility Fund (reported as a "special trtem"). As of June 30,2011, the
improvements to the disinfection facilities were completed and the Utilities received a total of
$88,746 in V/TFAP Grant funding over the life of the project (actual costs came in below
budget).

(10) Interfund Transfer

The detail of interfund transfer for the fiscal year ended June 30, 201tr is as follows:

Transfer to Transfer From Arnount
Special Revenue:

Revolving I-oan Fund $60,000

T'he $60,000 transfer from the Gas Utility Fund to the R.evolving Jloan Fund was the Utilities
matching contribution needed to establish a Revolving I-oan Fund in order to be eligible to
receive $300,000 in "R.ural Economic Development Grant" funding" Flease see Note (16),
Subsequent Events, for the timing of the reoeipt of this grant"

(1f) Major Customers

Lyon and Sioux Rural Vy'ater System, Inc. is a major custonner of the Water Utility. Water sales
to I-yon and Sioux Rural rùy'ater System, Inc., amounted to $n79,379 or 4tr.0% of the total
operating u¡ater revenues for the fiscal year ended June 30, 20n n "

(12) Pension and Retirement Benefits

T'he Rock Rapids Municipatr Utilities contributes to the nowa Fubtrie Ernployees R.etirement
System (IPERS), which is a cost-sharing multiple-employer defined henefit pension pian
administered by the State of lowa. IPERS provides retirernent al,d death benefits which are
established by state stafuto to plan mernbers and beneficiaries. IPER.S issues a publicXy
available financial report that includes finanoiatr statements and required suppleinentaly
infornnation. The report may be obtained by writing to IFER"S, P.O. Box 9117, Des Moines,
llowa, 50306-9117"

Most regular plan nnernbors are required to contribute 4"5AYo of their annual covered salary and
the Municipal utilities is required to contribute 6"95% of covered salary. Contribution
requirements are established by state statute" The Utilities' contributions to IPERS for the years

Enterprise:
Gas Utility Fund
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ended June 30, 2011,2010 and 2009 were $38,410, $35,491 and $33,462, respectively, equal to
the required contributions for each year.

(13) Risk Management

The R.ock Rapids Munieipal Utilities is exposed to various risks of loss related to torts; theft,
damage to and destruction of assets; effors and omissions; injuries to employees; and natural
disasters" These risks are covered by the purchase of commercial insurance. The Utilities
assumes liability for any deductibles and claims in excess of coverage limitations. Settled
claims from these risks have not exceeded commercial insurance coverage in any of the past
three fisoal years.

(14) Emptoyee Health Insurance Coverage

The Rock Rapids Municipal Utilities provided grouir health insurance coverage for eligible
ernployees through the Sanford Health Plan during the fiscal year ended June 30, 2}ll. As of
June 30, 2011, the Utilities is assuming liability f,or elaims against the insurance deductible of
up to $250 ($500 as of July l, 2011) under an individual policy and $ 1,000 as of July l, 20lI
for an employee plus one or a family policy. The IJtilities expense for insuranoe premiums and

any deductibles paid for health insurance coverage is accounted for in the appropriate utility
tund.

(15) Commitments

[n Septernber 201A, the {.]tilities entered into a water purclaase agreement with the tr-ewis and
Clark Regional Water System to be eligible to receive potable treated water not to exceed
60,000 gallons per day if needed for the Grand Falls Casino and Resort"

[n Septemtrer 2010, the {Jtilities entered into a contract for $X46,056 ($121,221 plus $24,835 in
clrange orders) for Electric Utility substation innprovenaents. As of .[une 30, 201,.I, aosts r¡f
$99,689 ($48,895 paid; $50,794 aecrued) have heen ineurred by the Electric [Jtility F'und on
this contract. The balance of $46,3ó7 to be incurred remaining orx the contract at June 30, 2ûtr 1

winl be recognized in the records and paid as work on the project progresses"

nn Februrary 201tr, the Utilities entered into an engineering contract for $85,500 for a'Water
{Jtility gravity flrlter rehabilitation project. As of "[une 30, 2tn1, the Utilities has inourred
$21,000 ($0 paid; $21,000 accrued) in costs on this project in the Water Fund. T'he remaining
balance on the aontract at June 30, 201I of $64,500 to be incurred will be recognized in the
rocords and paid as work on the project progresses.

In April 20tr 1, ftre Utilities \¡/as approved for funding from the F\azard, Mitigation Grant Frogram
in ttrre amotmt of $563,992 (5497,640 Federal and $66,352 State) to go toward the totai project
cost. The {.Jtilities is required to contribute 15 percen'lt of t}¡e totai project costs in either cash or
in-kind labor and has committed to match $99,528 ftom the Electric Fr¡nd. The total eost of,
the "Electrical Transmission R.etrofif Projeot" is $663,520. No qualifying costs have been
incurred on this project as of June 30, 2011.
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In May 2011, the Utilities formallyreapproved a loan of $360,000 at0o/o to the Rock Rapids

Community Affairs Corporation from the Utilities' Revolving Loan Fund in exchange for the

fîrst mortgage on the real estate (the Community Affairs Corporation utilized the funding to

build a commercial spec building).

In June 2011, the Utilities accepted a bid for transformer oil retro-fill at a price of $38,580 to be

paid from the Electric Fund.

(ló) Subsequent Events

In July 2011, the Utilities complied with all the requirements under the Rural Economic

Development Grant Agreement Program and received the award amount of $300,000 to assist

in the establishing of a Revolving Loan Fund.

The Utilities loaned from the Revolving Loan Fund $360,000 ($60,000 was loaned in November

2010 and $300,000 was loaned in July 2011) to the Rock Rapids Community Affairs
Corporation ("CAC") at a \Yo interest rate, with principal payable in ten annual installments

beginning July l, 2012. ln August 2071, the CAC sold the commercial spec building to a
businessman and subsequently assigned the contract and the collateral of the real estate to the

Utilities. Terms on the assigned contract (note) carry a 0olo interest rate (as awarded by the

Revolving Loan Fund Program) with the first payrnent of $3,000 due on September 1, 20ll and

a payment of $3,000/month, thereafter, until the loan is paid in full.

Irn July 2011, the Rock Rapids Development Corporation ("RRDC") sold 1.717 acres of land

purchased by the RRDC with $75,000 in loan proceeds received from the Utilities. Under the

loan agreement, the RRDC is required, upon sale of any portion of the land, to repay from the

net sales proceeds a percerúage of the loan balance equal to the percentage of acres sold to the

total land purchased within thirty days of final closing on such sale. The Utilities received

55,447 in July 2011 and has agreed to allow the RRDC to pay the outstanding amount of
$20,304 in annual payments of $6,000 plus interest of 3.1 percent commencing July 1,2012,
with final payment due July 1,2015.

In September 2011, the Utilities entered into a contract for gas main installation for $58,021.

The gas main installation contract has been completed and paid from the Gas Fund in fiscal

year'771'12.

In Septernber 2011, the Utilities awarded a $595,200 contract for a gravity filter rehabilitation
project to be paid from the Water Fund.

During the period of July 2011 through December 2011, the Utilities paid $31,105 from the

Water Fund on the engineering contract outstanding at June 30, 2011 for the water utility
gravity fi lter rehabilitation proj ect.

In November 2011, the Utilities paid $43,146 from the Electric Fund on the contract outstanding

at June 30,2071 for the Electric Utility substation improvements project.
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Rock Rapids Municipal Utilities
A Component Unit of the City of RockRapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) -
Governmental Fund and Proprietary Funds

Required Supplementary Information

For the Fiscal Year Ended June 30, 2011

Governmental Proprietary
Fund Funds
Actual Actual

Total
Actual

Budgeted
Amount

Final tc Actual
Variance

Receipts:
Use of Mone_v'and Propeq,.
Intergovemmental
Charges for Seruice:

Electric Utiliry-
Water Utiliq,.'

Sewer Utility
Gas Litilit¡r.

Miscellaneous
Total Receipts

Disbursements:
Comn-runity and Eccnomic Development
Business Type Activities :

Electric Utiliqv
Warer UriiiÐ,
Se.¡er UüiitJ-
Gas Utility

Total Disbursements (Business
Type Activities)

Excess (Deficienc,v) of Receipts
Over (LJnder) Disbursements

Other Financing Sources l[,'ses], Net

Exeess (Deficiency) of Receipts and Other
Financing Sources Over ([Ìnder)
Disbursements and Other Financing Uses

Cash and Certiflrcates of Deposit
(tinrestricted and Restricted) -
Balances Beginning of Year

Cash and Certificates of Deposit
(Unrestricted and Restricted) -
Balances End of Year

$ 125"263

27,948

t 2,492,351
t 435.209
0 ?3 8,000
0 l " 129.844

5G i 12.894

2,A92,354
435.209
23 8.00û

1,!29,844
i 3.3 95

2,108,521
507.s01
334,084

1.555,252
0

(.16"167)

(12.292)
(e6,r84)

(425.408)
13"39s

0

0

0 1)5,263
27,9û8

125"263

27 "9t8

501 4.0ó 1 .472 4-t61"9i3 4.505.3s8 (443.385)'

60.GG0

4 
^ 

Ll a Àa.tu L-,¿.+r}-+)+

a 542,.5Ag

0 -105,832
{ i "233,35'7

0 60,000

2-216,434
{zlî iÂô

:os.e:z
1, "233 "357

2,i95.12t
506,8ó 1

33" "250
1..+3 5"050

0 (60,000i

(5 i,3 14)
(3 5,648)
25.418

2t1,693

60.00û 4.328"132 4.-388,132 1"468.281 8t"149

{s9-4ee)

6û"0ûû

(266,660'j

1s0.350)

(326,1se)

9-65û

_?1-07i

û

(363,236',)

9.65û

501 (3r7,010) (316.509) 31.A77 (-?53.586)

t 5.424,939 5,4j4,939 5,614,332 (l gg,3g3)

$

S ee Accomp anytng lndependent Auciitor' s R.eport
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Budgetary Comparison Schedule - Budget to GAAP Reconciliation

Recluired Supplementary Information

For the Fiscal Year Ended June 30, 2011

Governmental Fund

Special Revenue
__ P.opti.taw fu"*

Bnterorise

Cash

Basis

Accrual
Ad.iustments

Accrual
Basis

Cash

Basis

Accrual
Adiustments

Accrual
Basis

Receipts/Revenues/Special Items

DisbursementsÆxpenses

Net

Other Financing Sources (Uses), Net

Beginnin g Fund Balances/ì[et Assets

Ending Fund Balances/l\et Assets $ sOl 59,499 60,000 5,107,929

$ 501

60,000

(50 l)

(60.000)

4,061,973

4328,633

(1 3, I 04)

567.488)

4,048,869

3,761,145

0

0

(59,499)

60,000

0

59,499

0

0

0

60,000

0

Q66,660)

(50,350)

5,424,939

554,384

(9,650)

8,761,800

287,724

(60,000)

14.t86.739

34 14,414"463

S ee Accompanying Independent Auditor' s Report.
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Notes to Required Supplementary Information - Budgetary Reporting

For the Fiscal Year Ended June 30, 2011

The budgetary comparison is presented as Required Supplementary Inforrnation in
accordance with Government Accounting Standards Board Statement No. 4l for
govemments with significant budgetary perspective differences resulting from not being
able to present budgetary comparisons for the major special Revonue Fund and eacla major
Entorprise Fund"

In accordance with the Code of lowa, the [Jtilities Board of Trustees annually approves a
budget on the cash basis of aecounting. The {Jtilities Board of Trustees subrnits the
approved budget to the R.ock Rapids City Couneil. The cash basis budget is adopted by the
Rock Rapids City Council foliowing required public notice and hearing for atrl funds" Ttre
budget is included in the City of Roek Rapids budget" The annual budget may be arnended
during the year utilizing sirniiar statutorily prescribed procedures" Encumbrances and
accruals are not recognized on the cash basís budget and appropriations lapse at year end.

The Utilities budgeted all its receipts under the "charges for service" classification. detuan
receipts primarily came from the "charges f,or service" elassification; however, the {Jfiniües
did have some receipts come froni the "use of money and property'', "intergovernrnental"
and "miscellaneous" receipts classifications. Formal and legal budgetary oontrol is based
upon nine major classes of disbursements, known as functions, not by fund. These nine
functions are: public safety, publie works, health and social services, culturc ancl

reereation, eommunity and economie developnnent, general government, debt serviee,
capital projects and business type activities" Funetion disbursernents required to be
budgeted include disbursements for the {.Jtilities - Special Revenue Fund and the
Enterprise Funds" All {Jtility dishursements are inoXuded in the "l¡usiness type/enterprises
activities" function classifiaation on the City's adopted budget" Actuan disbursernents
primarily came from the "husiness type aotivities" but the new Revolving X-oan Fund
disbursernents came form tho "eornrnunitSr and economic development" disbtmsement
classification. Although the budget dootrnent presents fuirction disbursements hy fitnd, the
legal level of control is at the aggregated funetion leveX, not by fund. During tXre fiscan
year, there were no budget amendnnents for the R.oak R.apids Municipal Utilities"

During the year ended Jtrne 30, ztl1l, dísbursernents in the cornmunity and eaonomie
developrnent function for the R.ock R.apids lMunicipal Utilities exceeded the arnount
budgeted as part of the Cìty of Roak R.apids' adopted budget.
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Rock Rapids MuniciPal Utílities'
A Component Unit of the Cify of Rock Rapids

Other Supplementary Information
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Schedule I

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Electric Utility Fund
Comparative Statements of Net Assets

June 30,

20tl 2010

Amount of
Chanse

Percentage
of Change

Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable

Due From Other Governments (Related Farty)

Due From Other Governments

lnterest Receivable

lnventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:

Land

UtilityPlant
T'ransportation Equipment

Offrce Equipment
Tools and Safety Devices

Communication Equipment

Meter Testing Equipment

Intangibles
Total Capital Assets (Before W"n"P)

I-oss: Accumulated

Capital Assets - Net (Before W"I.P)
Construction Work in Progress

Net Capital Assets

$ 518,856
1,030,000

122,775

4,978
6,623

5,782
49,311

25,179

355,857
1,305,000

726,356
1r,784
5,257
6,284

47,353

24"902

162,999
(275,000)

(3,s81)
(6,806)
1,366
(s02)
958
21.7

46%
(2r%)

(3%)
(s8%)

26Ya

(8%)
2%
\%

1,762,444 r,882,793 Q2A349\ (6%)

22,357 17,697 4,666 26%

46,913

8,425,757
I11,468
24,958

tr29,052
7,07L

r6,235
11,990

46,913

7,917,388
111,468
24,958

729,052
7,077

76,235

11,990

0

6908,31

t%
lYo

a%
0%
0Yø

OYo

a%
ov,

0

0

û

0

0

0

8,373,444
(4.609,364)

8,265,075
(4392,355

108,369

Q17.AO9\

7Ya

5%

3,764,084
422,290

3,872,720
8,940

(108,640)
4r33sA

(3%)
4,624ya

4,786,370 3,881,ó60 304,7Lt \Ya

Total Assets
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Schedule 1 (Continued)

Rock Rapids MuniciPal Utilities'
A Componsnl fTnit of the City of Rock Rapids

Electric UtilitY Fund
Comparative Statements of Net Assets

June 30,

20ll 2010
¿\mount of

Chanqe
Percentage
of Change

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Pa¡iable

Due To Other Govemments (Related Pa:ty)

Due To Other Govemments
Construction Contracts P aYable

Accrued Vacation/Comp Time PaY

Accrued Compensated Absences PaY

Accrued Payroll & Payroll Liabilities
Flex Spending Payable

Uneamed Income
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricfed Cash:

Customer Deposits

Long-Term Liability:
Accrued Sick Leave Pay

Total Liabilities

Net Assets

Invested in Capital Assets

Unrestricted

Total Net Assets

102,526 59,743 42,783

18,015
166

6,842
50,794

19,043
0

5,933
1,243

530

2r"561
168

5,249
0

0

26,764

3,926
1,928

r47

(3,546')
(2)

1,593

50,794
19,043

(26,764)
2,047
(72s)

383

(r6%)
(r%)
30%
N/A
N/A

(100%)
s7%

(38%)
26r%

72%

22,357 17,6q7 4,666 26%

I 1.938 0 11,938 N/A

136,821 71,434 59,387 17%

4,186,3'70 3,881,660 3A4,710 Eoio

7,647,980 1,823,050 (175,070) (t0%)

$s 834 3s0 710 129,640 2%

S ee Accompanying Independent Auditor' s Report.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Electric Utility Fund
Comparative Statements of Net Assets

June 30,
Amount of

Change

Scheduie 2

Percentage
of Chanee20tt 2009

Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable

Due From Other Governments (Related Parfy)

Due From Other Governments

Interest Receivable

Flex Spending Receivable

Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits

Capital Assets:

Land
utility Plant

Transportation Equipment

Office Equipment

Tools and Safety Devices

Communication Equipment
Meter Testing Equipment

Írtangibles
Total Capital Assets (Before V/.LP)

Less : Accumulated Depreeiation/Am oúization
CapitøJ Assets - Net (Before W.I.P)

Construction'Work in Progress

Net Capital Assets

1,762,444 1,838,547 (76,103

$ 518,856

1,030,000

122,775

4,978
6,623

5,782

0

48,311

25,119

430,622
1,205,000

97,579
4,720
9,926

10,642
3,541

51,230
25.887

88,234
(175,000)

25,196
8s8

(3,303)
(4,860)
(3,541)
(2,919)

20%
(ts%)

26%
2t%

(33%)
(46%)

(100%)
(6%)

ß%\(7
(4%\

22,357 16,207 6.150 38%

46,9r3
8,025,757

117,468
24,958

129,052
7,071

16,235
11,990

47,127

7,80I,837
711,468
36,626

134314
8,548

16,235
0

(214)
223,92t

0

(11,668)
(1,262)
(r,477)

0

11,990

(o%)
3o/o

a%
(32%\
(r%)

(17%)
0%

N/A.

8,373,444
(4,609,364

8,152,155
(4,196,554)

221,289
(4i2,810)

3%
ro%

3,764,080
422,290

3,955,601
6,586

(791,521)
415,704

(s%)
6,3l2yo

4J86,370 3,962,187 224,r83 6%

Total Assets

54

5,g7l,r7l 5,816,941 154,230 3%



Schedule 2 (Continuedì

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Electric Utility Fund

Comparative Statements of Net Assets

June 30,

20tl 2409
Amount of

Change
Percentage

of Chanse

LiabilitÍes
Current LiabÍlities (Payable From Current Assets):

Accounts Payable

Due To Other Governments (Related Party)'

Due Tc Other Governments

Construction Contracts Payable

Accrued VacatiorVComp Time Pay

Accrued Compensated Absences Pay

Accrued Pay'oll & Payroll Liabilities
Flex Spending Payable

Unearned Income
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Liabilify:
Accrued Sick Leave Pay

Total Liabílities

Net Assets
Invested in Capital Assets

Unrestricted

Total Net Assets

102,526 100,004 ) \'))

22,351 16,207 6,150

18,015

r66
6,842

50,794
19,Q43

0

5,933
1,203

530

62,022
168

10,126
0

0

24,469
3,219

0

0

(44,007\
(2)

(3,284)
50,794
79,043

(.24,469)

2,714
7,203

530

(71%)
(r%)

(32%)

N/A
N/A

(100%)

84%
N/A
N/A

I 1,93I 0 11,938

3%

38%

N/A

736,821 116,211 20,610 r8%

4,786,370 3,962,187 224,183 6%

1,641,980 1,738,543 (90,563) (s%\

$s,834,350 5,700,730 133,620 2%

S ee Accompanying Úrdependent Auditor' s Report.
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Schedule 3

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Electric Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30.

Amount of
201 I 2010 Chan9e

Percentage
of Chanse

Operating Revenues:
Residential Sales

Commelcial Sales
Public Street and Highway Lighting
Wind Power - Residential and Commercial
Materia-l and Service Sales
Service Income
Service [ncome (Related Party)

Total Operating Revenues

Operating Expenses:
Production/Processing Expense
Distribution Expense
Accounting and Collecting
Administrative atrd General
Free Community Service (Related Parfy)
Free Community Service
'f .r'anspol'tation

Depreciation
Payloll laxes

Total Operating Expenses

Operating lncome (Loss)

Nonopera ting Revenues (Expenses):
Rentals
Rentals (Retated Party)
Customer Penalties/Credit Card þ-ees

IVliscellaneous Income
Interest Income
F-ree Community Selvice Agleement
Hail Insurarrce Proceeds
Loss on Disposal of Capital Assets
Interest E,xpense

Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special ltem

Special ltem:
Energy Efficiency and Conservation

Blclck Grant

Change in Net Assets After Special Item

Net Assets Beginning of Year

Net Assets End of Year

See Accomp anyrng Independent Auditor' s Report.

1,058,985
972,168

32,363
548

5,57 |
4,840
4.132

9l 1,890

877,898
29,1'6l

552
6,884
3,189
4.045

t47,095
94,270

3,202
(4)

(r,313)
t,65 I

87

s 160/0

I lYo
I l%o

(t%)
(1e%)

52o/o

2V"

2,078,607 I,833,619 244.988 l3Vo

1,231,074
185,478
29,717

172,855
r06,314

16,950
4,929

217,009
28.770

I,126,899
15t,669
32,259

178,949
I1s,267

8,500
1 1,654

213,367
28.3 t L

104,175
33,809
(2,s42)
(6,0e4)
(8,953)
8,450

(6,725)
3,642

459

9'yo

22Vo

(8%)
(3%)
(8%)
999',o

(s8%)
2Vo

2o/o

1.993.096 1.866.875 t26.22 7Vo

85,51 I (33.256) tt8.767 (357Yo\

I,000
5,000
1,404

0

19,928
0

3,780
0

0 33)

1,000

5,000
869

72
32,291

526

0

(2,3s 1)
(i7l)

0

0

535
(72)

(12,363)
(s26)

3,780
2,351

38

0v,
0Yo

62Yo

(r 00%)
(38%)

(r00%)
N/A

(r o0%)
(22o/o\

30.979 37,236 (6.257l ( lTYa)

116,490 3,980 ll2,5l0 2,8270/o

t3 ls0 0 l3 150 N/A

129,640

5.704.7 t0

3,980

5.700.730

125,660

3-980

3,157yo

ÙYo

s 5.834.350

56

5,704,710 129.640 2Yo



Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Electric Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

Amount of
Chanse

Schedule 4

Percentage
of Chanee20ll 2009

OperatÍng Revenues:
Residential Sales

Commercial Sales

Public Street and Highway Lighting
Wind Power - R.esidential and Commercial
Material and Service Sales

Servicc Income

Service Income (Related Party)
Total Operating Revenues

Operating Expenses:
Production/Processing Expense

Distribution Expense
Accounting and Collecting
Administrative and General
Free Community Service (Related Party)
Free Community Service
Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating fncome (Loss)

Nonoperating Revenues (Expenses):

Rentals
Rentals (Related Party)

Customer Fenalties/Credit Card Fees

Miscellaneous Income
Interest Income
Free Community Service Agreement
Hail Insurance Proceeds
Interest Expense

Net NonoperatÍng Revenues (Expenses)

Change in Net Assets Before Special Item

Special Item:
Energy Efficiency and Conservation
Block Grant

$ 1,058,985
972,168

32,363
548

5,57r
4,840
4,132

854,114
840,430
27,458

s64
11,087

3,296
3,091

204,871
131,738

4,905
(16)

(5,516)
1,544
1,041

24%
t6%
t8%
(3%)

(so%)
4i%
34%

2"078.607 r"740"040 338.567 t9%

1,231,074
185,478
29,717

172,855
106,314

16,950

4,929
217,009

28,770

1,032,432

r52,197
30,253

175,741

108,970
9,04s
5,160

2ll,g60
24,737

r98,642
33,28r

(s36)
(2,886)
(2,656)
7,905
(23r)

5,r49
4,033

t9%
22%
(2%)
(2%)
(2%)
87%
(4%)

2%
t6%

1,993"096 1,750,395 242.70t r4%

8s,51 I (l0,3ss) 95,866 (e26%)

1,000

5,000
1,404

0
19,928

0

3,780
(133)

206
5,000

691
214

43,468
4,234

0
(42s)

794
0

713
(214)

(23,540)
(4,234)
3,780

292

38s%
0%

l03Yr
(r00%)
(s4%)

(100%)
N/A

(6e%)

30.979 53,388 02.409\ ø2%\

116,490 43,033 73,457

13.150

t7t%

N/A13,150 0

129,640Change in Net Assets After Special ltem

57

43,033 86,607 201%



S chedule 4 (Cor-rtipuedl

Rock Raplds Municþal UtilÍties,
ÀComponent Unit of the CiS of RockRaplds

Electric Utility Fund
Comparative Statements of Revenues, Expenses and Changes inTund Net Assets

30.

2009

Change in Net Assets After Other Financìng Source

Net Assets Beginning of Year

Net Assets End of Year

)



Schedule 5

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Water Utility Fund
Comparative Statements of Net Assets

June 30,

20tt 2010

Amount of
Change

Percentage

ofChange
Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable

Due From Other Governments (Related Party)

Due From Other Govemments
Interest Receivable

Inventory

Prepaid Expenses

Total Current Assets

Restricted Cash:
Customer Deposits

Capital Assets:

Land

Utility Plant
Transportation Equipment
Ofhce Equipment

Tools and Safety Devices

Communioation Equipment
Meter Testing Equiprnent
Intangibles

Total Capital Assets (tsefore W.[.P.)
Less: Accumulated Depreeiation/Amortization
Capital Assets - Net (Before W.l.P.)
Construction Work in Frogress

Net Capital Asseús

Other Assets:

Lewis & Clark Project Membership (Related Party)

343,773 466,695 (122,922) (26%)

6,845 5,580 1,265 23Yo

$ 253,586

0

36,609

11,920

474

0

25,122

16,062

338,226

50,000

36,406
721

695

93

25,956
14,698

(84,640)

(s0,000)

203
1 l,l gg

(221)
(e3)

(734)
1,364

(2s%)
(1000/0)

lo/o

l553Yo
(32%)

(100%)

(3vù
9%

I 18,31 1

4,123,355

29,951

6"498
45,116

1,006

5,668

6,714

I 19,31 I

3,974,790

18,330

6,498
45"116

1,006

5,668

6,71A

0

148,565

17,621

0

0

0

0

0

AYo

4Yo

63%
Oa/o

ÙYo

ÙVo

ÙYo

ÙVo

4"336,615
(2,37r,558)

4,176,429
(2,286,885)

1 60,1 86

(84,673)
4o/o

4Yo

1"965,057

208,701

1,889,544

1 39,1 93

75,513
69,508

4Ya

5ÙYr

2.r73.7s8 2.028,737 145,021 7Yo

I ,053,5 88 | ,A47 ,777 5,81I lYo

Total Assets

59

3,577,964 3,549,789 29,175 lYo



Ëcbe¿ute S (Continue¿l

Rock Rapids Municipal fltilities'
A Component Unit of the City of Rock Rapids

.Water 
Utility Fund

Comparative Statements of Net Assets

June 30,

2011 2010
Amount of

Chanqe

Percentage

of Change

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Utility Fund

Due l'o Other Governments (Related Pa.ty)

Due To Other Governments
Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash:
Customer Deposits

Long-Term Liabilities:
Accrued Sick l,eave Pay

Advance From Other Utility Fund
Total Long-Term Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets

Unrestricted

Total Net Assets

96,074 I 18,956 (22,882)

30,418

51,785
90

1,33 I

0

9,932
0

2,518

15,542

50,639

90

1,43I
36,299

0

11,791

3.157

14,876

1,146
0

(l 07)

(36,299)
9,932

(11,791)
(63e)

96%
2%

0%
(1%)

(r00%)
N/A

(r00%)
(20%)

(te%)

6,845 5"580 1,265 23%

5,441
577,097

0

619,624

5,441
(42,s27)

N/A
(7%)

5 82,53I 619,624 (37,086) (6%)

685,457 744,160 (58,703) (8%)

2,173,758 2,028,737 145,021 7%

(7%)718,749 775.892 (57,143)

s 2,892,507 2.804.629 87,878 3%

S ee Accompanying Independent Auditor' s R eport
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Schedule 6

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Water Utility Fund
Comparative Statements of Net Assets

June 30,

20tl 2009
Amount of Percentage
Change ofChange

Assets

Current Assets:

Cash

,dccounts Receivable

Due From Other Governments (Related Party)
Due From Other Governments

Inventory
Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:

Land

urility Planr

Transportation Equipment
Office Equipment

Tools and Safety Devices

Communication Equipment
Meter Testing Equipment
Intangibles

Total Capital,Assets (Before W.I.P.)
lless: Accumulated Depreciation/AmorÍiza|ion
Capital Assets - Net (Before W.I"F.)
Construction Work in Progress

Net Capital Assets

Other Assets:

Lewis & Clark Froject Membership (Related Party)

343,773 524,r2s (180,352) (34%)

6,845 4.590 2,255 49%

$ 253,586

36,609

11,920

474

25,122

16,062

441,098

39,276

646

79r
27,737

15,177

(187,512)
(2,667)
11,274

(317)
(2,015)

885

(43%)

(7%)

t745%
(40%)
(7%)

6%

I 19,31 I
4"123,355

29,951

6,498
45"116

1,006

5,668

6,770

I18,525
3,573,476

18,330

11,948

46,508

1,955

5,668

0

(2r4)
549"879

ll,62I
(5,450)
(t,392)

(e4e)
0

(0%)

ts%
63%

(46%)

(3%)
(4e%)

0%
N/A6 7r0

4"336,615 3,776,410
(2,371,55 8) (2,225,009)

560,205

(146,549)
r5%

no/t/o
r,965,457

208,701

1,551,401

399"734

4r3,656
(191,033)

27%
(48%)

2,173,758 1,951,135 222,623 TI%

1,053,588 I,043,8I4 9,774 1Yo

Total Assets

6l

3"577,964 3,523,664 54,300 2%



Schedule 6 (Continued)

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Water UtilityFund
Comparative Statements of Net Assets

June 30,

20tl 2009

Amount of Percentage

Chanqe ofChange

Liabilities
Current Liabilities @ayable tr'rom Current Assets):

Accounts Payable

Due To Other Utility Fund

Due To Other Governments (Related Party)

Due To Other Governments

Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Liabilities :

Accrued Sick Leave Pay

Advance From Other Utility Fund

Total Long-Term Liabilities

Total Liabilities

Net Assets

Invested in Capital Assets

Unrestricted

Total Net Assets

96,074 84,351 tt,723

30,418

51,785

90

1,33r
0

9,932

0

2,518

1 1,879

49,505

90

1,482

7,76r
0

11"697

r,937

18,539

2,280

0

(1s1)

(7,76t)
9,932

(tl,697)
581

r56%

s%
0%

(10%)

(100%)

N/A
(100%)

30%
t4%

6,845 4,590 2,255 49%

5,44r
577,097

0

660,388

5,44r
(83,291)

N/A
(r3%)

582,538 660,388 (77,850) (r2%)

685,457 749,329 (63,872\ (e%)

2,173,758 I,951,135 222,623 tt%

718,749 823,200 t04,451) (r3%)(

$ 2,892,507 2,714,335 ll8,l72 4%

See A ccompanying Independent Auditor' s Report.
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Schedule 7

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

'Water Utility Fund
Comparative Staternents of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30.

20Ll 2010

Amount of
Change

Percentage

ofChange
Operating Revenues:

Water Sales - Metered

Water Sales - Rural Water System

Water Sales - Tank Loads

Material and Service Sales

Service Income

Service lncome (Related Party)

Total Operating Revenues

Operating Bxpenses:

Production/Processing Expense

Distribution Expense

Accounting and Collecting

Administrative and General

Free Community Service

Transportation

Depreciation

Fayroll Taxes

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses):

Gain on Disposal of Capital Assets

Rentals

Customer Fenalties

lnterest Income

F{ail Insurance Proceeds

Loss on Disposal of Capital Assets

lnterest Expense (Gas Fund)

Net Nonoperating Revenues (Expenses)

Change in Net Assets

Net Assets Beginning of,Year

Net Assets End of Year

9,6s0

E80

215

417

3,436

0

(28,s75)

0

880

t53

671

0

(2,867 j
(3O,327'.)

$ 250,839

179,379

372

4,149

592

2,361

257,463

207,590

6t2
73

374

2,3r1

(6,624)
(28,2t1)

(240)

4,076
218

50

(3%)
(14vo)

(3e%)

5,584vo

58%"

2Vo

437,692 468,423 (30.731) (7Yo)

55,948

6t,o45
17,882

96,242

I,550
I,396

84,673

17,t01

78,583

126,900

16,645

8E,230

1"400

2,316

7s,361

17,204

(22,63s)
(6s,8ss)

1,237

8,012

150

(e2o)

9,3t2
(103)

(2e%)
(52o/o)

7Yo

9%;o

I 1o/o

(4o%)

12Yo

(1%)

335,837 406,639 (70.802) (l7Yo)

t 01,855 61,784 44,07 | 65"/o

9,650

0

62

(2s4)

3,436
2,867

1.752

N/d
Oo/"

4lyo
(38%)

N/,A

(100%)
(6%0l

(t3.9',77) (3 r,490) 17,5t3 (560/o\

2,804.,629 2,774,335

87,878 34,294 57,s84

30.294

lgOVo

t%;"

s 2,892,sO7

See Accomp arryiîglndependent Auditor's Report.

63

2,804,629 87,878 3Vo



Schedule 8

Rock Rapids MunicÍpal Utilities'
A Component Unit of the City of Rock Rapids

Water Utility Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30.

201 I
Amount of

Chanse2009
Percentage
of Change

Operating Revenues:
Water Sales - Metered
Water Sales - Rural Water System
Water Sales -'l-ank Loads
Material and Service Sales

Service lncorne
Service Income (Related Party)

Total Operating Revenues

Operating Expenses:
Production/Processing Expense
Distribution Expense
Accounting and Col lecting
Administrative and General
Free Community Service
Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses):
Gain on Disposal of Capital Assets
Rentals
Customer Penalties
Interest lncome
Hail Insurance Proceeds
lnterest Ex-pense (Cìas Fund)

Net Nonoperating Revenues (Expenses)

Change in Net Asseús

Net Assets Beginning of Year

Net Assets End of Year

437,692 504,857 (67,t6s)

$ 2_50,839

179,379
372

4,149
592

2,36r

257,641
241,17 5

2,613
797
864

1,767

(6,802)
(6t,796)
(2,241)
3,352
(272)
s94

(3%)
(26%)
(86%)
421Yo
(31%)

34Yo
/13%)

5 5,948
6l,045
l7,882
96,242

1,550
1,396

84,673
17" l0 I

76,898
81,426
15,042
90,669

1,400
2,859

86,430
19,159

(20,950)
(20,3 8 I )

2,840
15,573

150
(t,463)
(1,7 57)
12.0s8)

(27%)
(2s%)

1gYo

l9Yo

1l%o

(s1%)
(2%)

(II%)
335,837 363,883 (28,046) (8%)

101,855 140,974 (r9,1 19) (28%\

9,650
880
2t5
417

3,436
(28,s7s)

0

[,680
96

2,461
0

(32.048)

9,650
(800)
ll9

(2,044.)

3,436
3,47 3

N/A
(48%)
1240Á

(83%)
N/A

( I IV'o\

(13.977) (27.81r) 13.834 (50%\

87,878 113,163 (25,285) (22%)

5y'o2,804,629 2.66t.172 143,457

s 2,892,507

See Accompanying lndependent Auditor' s Report.

64

2,774,335 178,172 4Yo



Schedule 9

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Staternents of Net Assets

June 30,

20tl 2010

Amount of
Change

Percentage

of Change
Assets

Current Assets:

Cash

Certificates ofDeposit
,dccounts Receivable

Due From Other Governments (Related Farty)
Due From Other Governments

Interest Receivable

Frepaid Expenses

Total Current Assets

Restricted Cash:

Depreciation Reserves

Capital Assets:

Utility Plant

Transportation Equipment
Ofhce Equipment
T'ools and Safety Devices
Intangibles

Total Capital Assets (Before W.I.P.)
Less: Accumulated Depreciation/Amortization
Capitai Assets - Net @efore W.LP.)
Construction Work in Progress

Net Capital Assets

Total Assets

213,358 296,673 (83,315) (28%)

t2 578 9 194 aJ 384 37%

$ 180,803

0

19,041

592
546

0

12,370

230,074
25,000

19,048

618

9,605

44
12,294

(49,27r)
(25,000)

(1)
(26)

(9,059)
(44)
86

(2r%)
(100%)

(0%)
(4%)

(e4%)
(100%)

T%

2,217,179
39,390

730
30,251

2,437,280

38,380

730
30,251
3,355

89985I 9%

0%
a%

0%
0%-t 355

0

0

0

0

2,289,895
(1,402,693)

2,103,996
(1,367,903)

185,899
(34,790)

9%

3%

887,202

53.940

736,093
147.ï02

51 1

1

09

62)
2r%

(63%\(e3

94r 142 883 195 57 947 7Vû

I,167,078 1,189,062 (2l,gg4) (2%)
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Schedule 9 (Continued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Statements of Net Assets

June 30,

20lr 2010

Amount of
Change

Percentage
of Change

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due to Other Utility Funcl

Due Io Other Governmetrts (Related Party)
Due To Other Governments
Construction Contracts Payable

Accrued VacatiorVComp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Cu rrent Liabilities

(Payable From Current Assets)

Long-Term Liabilities :

Accrued Sick Leave Pay

Advance From Other Utility Fund
Total Long-Term Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt

Restricted for:
Depreciation Reserves

Ijnrestricted

Total Net Assets

42,499 (13,132) (3t%)

2,578
15,396

45

206
2,020
7,144

0

l,g7g

9,89'3

14,731
45

220
4,692

0

11,267

1,65 I

(7,315)

66s
0

(14)

(2,612)
1,744

(rt,267)
321

(74%)
5%

0%
(6%)

(s7%)
N/A

(100%)
20%

29,367

5,300
64,71I

0

80,167

5,300
(15,396)

N/A
(r9%\

70,071 80,167 (10,096) (r3%)

99,438 122,666 (23.228) (te%)

860,975 788,339 72,636

12,578 9,794 3,384 37%

194,087 268,863 (74"776) (28%)

9%

$t 061,640 1,0 96 I 0%

S ee Accomp anying Independent Auditor' s R eport.
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Schedule 10

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Statements of Net Assets

June 30,

20tl 2009

Amount of
Change

Percentage
ofChange

Assets

Current Assets:

Cash

Accounts Receivable

Due From Other Govemments (Related Party)
Due Frorn Other Govemments
Prepaid Expenses

Total Current Assets

Restricted Cash:
Depreciation Reserves

Capital Assets:

Utility Flant
Transportation Equipment
Offrce Equipment
Tools and Safety Devices
Intangibles

Total Capital Assets (Before W.X.P")

Less: Accumulated Depreciation/Amortization
Capital dssets - Net (Before W.I.P.)
Construction Work in Progress

Net Capital Assets

Total Assets

213.358 250,592 (37,234)

$ 180,803

19,047

s92
546

12,370

215,887

L7,754
214

7,597

9,r40

(35,084)

r,293
378

(7,051)

3,230

(16%)

7%
177%
(e3%)

35%
(rs%\

12,578 82,552 (69,974) (8s%)

2,217,r79
38,380

734
30,251

3.355

2,008,624

38,380

4,421
25,865

0

208,555

0

(3,69r)
4396
3,355

rt%
0%

(83%)

t7%
N/A.

2,289,895
(x,442,693)

2,077,290
(1,353,018)

212,605
(49,675)

rc%
4%

881,202

s3.940

724,272

32.477

162,930
2I,463

22%
66%

941,142 756,749 lg4,3g3 24Yo

167x 078 1,089,893 77,r85 7%
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Schedule 1 0 (Conti.nued)

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Statements of Net Assets

June 30,

20tt 2009
Amount of

Chanse
Percentage
of Change

Liabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due to Other Utility Fund
Due To Other Governments (Related Party)
Due'Io Other Governments
Construction Contracts Payable

Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Total Current Liabilities

(Payable From Current Assets)

Lon g-T'enn Liabilities :

Accrued Sick Leave Pay

Advance From Other l-ltility Fund
Total Long-Term Liahilities

Total Liabilities

Net Assets

lnvested in Capital Assets, Net of Related Debt

Restricted for:
Depreciation Reseles

Unrestricted

Total Net Assets

29,367 26,643 2.724

2,578
15,396

45

206
2,020
7,144

0

1,978

3,851

14,048

45

203
0

0

1,193
1,303

(1,273)
1,348

0
aJ

2,020
7,144

(7,193)
615

(33%)
r0%
0%
t%

N/A
N/A

(100%)
52%
r0%

5,300

64,771
0

94,855

5,300
(30,084)

N/A
(32%)

70,a7 | 94,855 (24 784) (26%)

99,438 12t,498 (22,060) ( l8%)

860,975 641,889 213,086 33%

12,,518 82,552 (69,974) (85%)

194,087 237,954 (43,867) (r8%)

$l 7 968,395 99,245 t0%

See Accompanying Independent Auditor' s Report.
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Schedule 1 1

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

20tt 2010
Amount of

Change
Percentage
of Change

Operating Revenues:

Sewer Service

Material and Service Sales

Service lncome (Related Party)
Total Operating Revenues

Operating Expenses:

Producti on/Processi ng Expense

Accounting and Col lecting
Administrative and General

Fres Community Service (Related Party)
Transportation
Depreciation
Payroll Taxes

Total Operating Expenses

Operating lncome

Nonoperating Reven ues (Expenses);

Customer Penalties

Interest Income

Hail Insurance Proceeds

Loss on Disposal of Capital Assets

lnterest Expense (Gas Fund)
Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special Item

Special ltem:
WTFAP Grant

Change in Net Assets After Special ltem

Net Assets Beginning of Year

Net Assets End of Year

238,000 237,313

$ 236,370
450

236,157

0

r80 r56

2t3
450
24

0Yo

N/A
2Y"1

687 OYo

119,463

7,068
55,279

3,838

3,098

34,790
I 1,480

98,149
6,565

51,006

3,694
2,456

30,434
9,881

21,314
503

4,273

144

642

4,356
1,599

9Yo

9Yo

4Yo

26Yo

l4Yo

l6Yo

22Yo

235,O16 202 185 32,931 l6Yo

2,984 35,128 (32,744) (e2%)

204
355

1,001

0
(4,t69)

153

444

0

(l,450)
(4,895)

5l
(8e)

1,001

1,450

726

33o/o

(20%)
N/A

(100%)
(rs%)

(2,609) (5,748) 3,139 (ss%)

37s 29,380 (29,005) (ee%)

68,627 (67,752) (ee%)869

1,066,396 968,395

98,001 (96,757)

98"001

1,244 (ee%)

lO%o

$ 1,067,640 1"066,396

See Accompanying Independent Auditor' s Report.
69
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Schedule 12

Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

Sewer Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

2009
Amount of

Change20ll
Percentage
of Chanqe

Operating Rer.enues:
Sewer Service
lVtaterial and Service Sales

Service [ncome (Related Party)
T'otal Operating Revenues

Operating Bxpenses:
Production/Process ing Expense
Accounting and Collecting
Adm inistrative and General
Free Community Service (Related Party)
Transportation
Depreciation
Fayroll'faxes

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses) :

Customer Penalties
lnierest Income
Hail Insurance Proceeds

Interest Expense (Gas Fund)
Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Special ltem

Special Item:
WTFAP Grant

Change in Net Assets After Special ltem

Net Assets Beginning of Year

Neú-Assets End of Year

235,O16 193.701 4i,315 2lY"

2"984 44,750 (4t,766) o3%\

$ 236,370
450

l,l 80

237,568
lì

883

(1,198)
,,t <rì

297

(t%)
N/A
34%

238,000 238,451 (4sl) (0%)

119,463
7,068

55,279
3,838
3,098

34,790
I I,480

97,238
5,934

40,627
4,327
2,584

33,760
9,231

)) ))\
1,134.

14,652
(48e)
514

1,030
) )44

23%
lgo
36%

(tr%)
20%

3Yo

24Yo

204
355

1,001
(4,169)

t04
858

0

6.s42)

t00
(s03)

1,001

1,373

96%
(se%)

N/A
Qs%)

(2,609) (4,580) 1.971 (43%)

375 40,170 (39,795) (ee%)

869 7,0r3 (6,144\ (88%)

1,244 47,183 (45,939) (e7%)

l6Yo1,066,396 921.212 I45,rB4

s 1,067,64.0 968,395

See Accompanying Úrdependent Auditor' s Report
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Schedule 13

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Gas Utility Fund
Comparative Statements of Net Assets

June 30,

20tt 2010

$

Assets

Current Assets:

Cash

Certificates of Deposit

.A,ccounts Receivable

Due From Other Utility Funds

Due From Governmental (Revolving Loan) Fund

Due From Other Governments (Related Paúy)

Due From Other Governments

Notes R"eceivable - Rock Rapids Development Corporation

Interest Receivable

lnvenlory

Prepaid Expenses

Total Current Assets

Restrieted Cash:

Customer Deposits

Capitat Assets:

Land

[Jtility Flant

Transportation Equipment

Offiee Equipment

Tools and Safety Devices

lntangibles

Total Capital Assets (Eefore W.l.P)

[.ess : Aecumulated Depreeiation/Amortization

Capital Assets - Net (tsefore W.l.P)

Construction Work in Progress

NeÉ Capital Assets

Other Assets:

Advances To Other Utility Funds

Notes Receivable - Rock R.apids Development Corporation

Total Other Assets

Amount of
Change

Percentage

of Change

721,666

2,325,000

69,880

67,1 8 I

s0l
814

1,749

5,447

13,464

33,882

I 1,389

282,524

2,775,000

54,769

6s374
0

1,304

r,132
0

16,979

43,457

10,462

445,142

(450,000)

15,111

l,8l I

501

(4e0)

617

5,447

(3,519)
lq 575ì

927

158%

(16%)

28%
3%

N/A
(38%)

55%

N/A
(2t%)
())o/"\

9%

3,256,969 3,250,997 5,972 0%

30,23I 30,793 (55s) (2%)

13,863

920,217

101,000

7,596

75,897

I 1,990

I 3,863

909,3 50

72,6'/2

7,596

75,897

I 1,990

0

10,E67

28J28
0

0

0

t%
1%

39%
0%

a%

a%

I , 130,563

( 583,746) (
1,091,368

543,93 5 )

39,195

(39,E I 1)

4%

7%

546,817

81,440

547,433

0

(616)

E1,440
{0%)
N/.4

628,257 541,433 80,824 t5%

641,868

209,553

699,791

215,000

(s7,e23)
(s,447)

(8%)

(3%)

851,421 914,791 (63,370) (7%)

TotaÌ Assets

7l

4.766.885 4.744.014 22,871 0%



Schedule 13 (Continued)

Rock Rapids MuniciPal Utilities'
A Component Unit of the Cify of Rock Rapids

Gas UtilitY Fund
Comparative Statements of Net Assets

June 30,

20tl 2010

Amount of
Change

Percentage

of ChanseLiabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Governments (Related Party)

Due To Other Governments

Accrued VacatiorVComp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities

Unearned Income

Total Current Liabilities
(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Lia bilities:

Accruecl Sick Leave Pay

Total Liabilities

Net Assets

lnvested in Capital Assets

Umestricted

Total Net Assets

106,402 102,217 4,185 4%

30,238 30"793 (5ss) (2%)

70,279 0 10,279 N/A

t46"919 133,010 13,909 10%

628,257 54i,433 80,824 t5%

991,',109 4,063,571 (71,862) (2%)

$ 4,619,966 4,6 I 1,004 8,962 a%

5,054

21,429

1,050

15,473

0

3,984

59,412

3,686

18,480

1,234

0

22,069
a ))1

52,526

1,368

2,949

(184)

15,473

(22,069)

(238)

6,886

37%

16%

(1s%)

N/A
(100%)

(6%)

13%

3,

See Accompanying lndepørdent Aud itor' s Report.
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Schedule 14

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Gas UtilityFund
Comparative Statements of Net Assets

June 30,

20tt 2009

Amount of
Chanse

Percentage

of Change
Assets

Current Assets:

Cash

Certificates of Deposit

Accounts Receivable

Due From Other Utility Funds

Due From Governmental (R.evolving Loan) Fund

Due From Other Governments (Related Party)

Due From Other Govemments

Notes Receivable - Rock R.apids Development Corp.
lnterest Receivable

lnventory

Prepaid Expenses

Total Current Assets

Restricted Cash:

Customer Deposits

Capital Assets:

Land

Utility Plant

Transportation Equipment

Office Equipment

Tools and Safety Devices

Intangibles

Total Capital Assets

Less: Accumulated DepreciatiorVAmortization
Capital Assets - Net (Before W.l.P)
Constluction Work in Progress

Net Capital Assets

Other Assets:

Advances To Other Utility Funds

Notes Receivable - Rock Rapids Development Cor-p.

TotalOther Assets

3"256"969 3.299.943 (42"974)

$ 727,666

2,325,000

69,890

67,1 g I

501

814

1,749

5,447

13,460

33,882

211,178

2,925,000

14,60'7

63,553

0

207

1,067

0

29,765

44,gg l
10,695

51 6,488

(600,000)
51 ?7?

3,629

50t

607

682

5,447

(15,305)

(10,999)

704

245%
(21%)

378%
6%

N/A
293%

64%

N/A
(s3%)
(2s%)

7%lt 389

(1%\

30"238 32,203 ( r,96s) (6%)

13,863

920"217

101,000

7,596

75"897

11,990

14,077

867,804

72,672

17,482

79,27 5

0

(214)
52,413

28,328
(9,886)

(3,378)

I 1,990

(2%)

6%

39%
(s7%)

(4%)

N/A

(
l, I 30,563 1,05 1,310

(s23,902)
79,253

(s9.844)5 83,146)
8%

1t%
546,817

81,440

527,408

14,880

19,409

66,560

4%

447%
628"257 542,288 85,969 t6%

641,868

209,553

755,243

0

(l 13,375)

209,553

(ts%)
NiA

851,421 755,243 96,179 2t%

Total Assets

73

4.766.88s 4,629,677 137,208 3%



Schedule 14 (Contiquçd)

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Gas Utility Fund
Comparative Statements of Net Assets

June 30,

20lt 2009

Amount of
Chanse

Percentage

of ChangeLiabilities
Current Liabilities (Payable From Current Assets):

Accounts Payable

Due To Other Govemments (Related Party)

Due To Other Governments

Accrued Vacation/Comp Time Pay

Accrued Compensated Absences Pay

Accrued Payroll & Payroll Liabilities
Unearned Income

Total Current Liabilities
(Payable From Current Assets)

Liabilities Payable From Restricted Cash:

Customer Deposits

Long-Term Liabilities:
Accrued Sick Leave Pay

Total Liabilities

Net Assets

Invested in Capital Assets

[Jnrestricted

Total Net Assets $ 4,619,966 4,528,390

5,054

21,429

1,050

15,473

0

3,984

59,412

63%

24%
(s%)

N/A
(100%)

4l%
t39%

3,107

17,237

1,1 10

0

19,993

2,826

24,817

1,947

4,198
(60)

15,473

(19,993)

1,158

34,595

106,402

30,23 8

69,084 37,318

32,203 (l,965)

0 10,279

s4%

(6%)

N/A10,279

146,919 101.287 45,632 45%

628,257 542,288 85,969

5,607

t6%

3,991,',?09 3,986, I 02 0%

91,576 2%

See Accomp anying Independent Auditor' s Report.
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Schedule l5
Rock RapÍds Municipal UtilÍties,

A Component Unit of the City of Rock Rapids
Gas Utility Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30,

20tt 20r0
Amount of

Chanse
Percentage
of Chanse

Operating Revenues:
Resìdential Gas Sales
Cornmercial Gas Sales
Material and Service Sales
Service Income
Service lncome (Related Party)

'Iotal Operafing Reven ues

Operating Expenses:
Production/P rocessing Expense
l)istribution Expense
z\ccourrting ancl Co I lecting
Administrative and General
Free Community Service (Related Farty)
Free Community Service
Transportation
f)epreciation
Payroll Taxes

Total Operating Expenses

Operating Loss

Nonoperating Revenues (Expenses):
Customer Penalties
Gas Rate Case Settlement
Interest Income
lnterest [ncome (l /ater, Sewer Ê'unds)
Hail lnsurance Proceeds
ì-,oss on Disposal of Capital Assets
Interest E,xpense

Net Nonoperating Revenues (Expenses)

Change in Net Assets Before Other Financing Use

Other Financing Use:
Operating Transf,ers Out (1'rar-rsfer to Establish a

New Revolving l.oan Fund)

Change in Net Assets After Other B-inancing Use

Net Assets Beginning of Year

Net Assets End of Year

s 747,29Q
381,60s

267
I,017

769,545
440, I 00

I "203
2.888

(22,2ss)
(s8,49s)

(e36)
( r,871)

88

(3%)
( l3%o)

(78%)
(65o,6)

2yo4 132 4 o44
1.r34.3II r.2t7 .780 83 -469) (7Yo\

784,235
tt6,7 t 5

29,O97

158,430
0

7,975
4.82s

39,8 t 1

22.985

907,297
85,742
29,983

146,785
t5,o7 5
7,300
3,576

36,695
2t.422

(t23,462)
30,973

(88ó)
t r,645

( r s,07s)
6'75

1,249
3,116
l -563

(t4%\
360/o

(3%)
80Á

(r00%)
9V'o

3s'yo

\Yo
7"/o

1.r64.o73 1.253.8'7 5 (89_802) (7V61

( 29,762) ( 36,09s) 6.333 (8y")

1,35 1

3,2.33

s9,7 4t
32,74,1

t,90 r

0
(246)

830
3.7'79

79"5t4
35,222

c)

(2 l0)
(426)

521
(s46)

(1e,773)
(2,4'78)

1,90 r

210
t80

63Vc
(14%)
(25%)

('7%)

N/A
( r00%)

(42o/o)

98,724 t 18,709 ( 19.98s) ( 179'")

( 60,000)

68.962 82,614

0

( 13,652)

(60.000)

(i7%)

N/A

8,962

4"611.O04

82,614

4.528.390

t73,652.)

82-614

(89Yo)

-o/z /o

See Accompanying Independent Auditor's Repon.

75

s 4.6 19,966 4,611,O04 8.962 0')/o



Schedule 16

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Gas Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Year
Ended June 30

20tl 2009

Amount of
Change

Percentage
of Change

Operating Revenues:

Residential/Commercial Gas Sales

Material and Service Sales

Service Income

Service Income (Related Party)

Propane Sold

Total OperatÍng Revenues

Operatíng Expenses:

ProductionÆrocessing Expense

Distribution Expense

Accounting and Collecting
Administrative and General

Free Community Service (Related Party)

Free Community Service

Transportation
Depreciation

Payroll Taxes

Total Operating Expenses

Operating Loss

Nonoperating Revenues @xpenses) :

Customer Penalties

Gas Rate Case Settlement

Interest lncome
lnterest Income (Water, Sewer Funds)

Hail lnsurance Proceeds

Loss on Disposal of Capital dssets

lnterest Expense

Net Nonoperating Revenues @xpenses)

Change in Net Assets Before Special Item

I,l34,3ll r,262,493

$ 1,128,895

267

1,017

4"132

0

r,239,445
103

830

3,091

20,024

(109,550)

164

187

1,041

Q0.024\

(e%)

159%
23%
34%

(1009/o)

( 1 28,1 82) (10%)

784,235

116,715

29,097

158,430

0

7,975
4,825

39,81 I
22,985

1,068,820

l0l,l49
27,258

731,67 |
51,000

I1,300
4,059

39"56r
19,839

(284,585)

15,566

1,839

26,759
(51,000)

(3,325)
766

2s0
3.146

(27%)

15%
ao/t/o

20%
(100%)

(2e%)

l9%
t%

t6%
1"164,073 1,454,65'7 (290,584) (20%)

(29,762) (r92,164) r62,402 (8s%)

1,351

3,233

59,741

32,744

1,901

0

(246)

1,243

3,456

96,034
37,590

0

(4t"730)
(8 17)

108

(223)
(36,293)
(4,846)
l,g0l

41,730

57r

9%
(6%)

(38%)
(r3%)

N/A
(r00%)

(70%)

98,724 95,776 2.948 3o/.

68,962 (96,388) 165,350 (172%)
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Schedule 16 (Continued)

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Gas Utility Fund
Comparative Statements of Revenues, Expenses and Changes in Fund Net Assets

For the Fiscal Ycar
Ended June 30,

20lt 2009

Amount of
Chanse

Percentage

of Change

Special Item:
Membership Terrnination - NPGA

(Related Party)

Change in Net Assets After Speeial Item

Other Financing Use:

Operating Transfers Out (Transfer to Establish a

New Revolving Loan Fund)

Change in Net Assets After Other Financing Use

Net Assets Beginning of Year

Net Assets End of Year

0 368,997 (368 (100%)

68,962 272,609 ( 203,647) (7s%)

0 (60.000) N/A( 60.000)

8,962 272,609 (263,647) (e1%)

4,611,004 4"255,781 35s.223 8%

s 4,679,966 4,528,390 91,576 2%

See Accomp anyrng Independent Auditor's Report
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DE A{OBLE & COMPAA{Y PC

l1 I S. Story Street
Rock Rapids, IA 51246

Certified Public Accountants

. MEMBERS

^¿\rnerican Institute - Certified ['ublic Accountants
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lowa Socicty - Certifiecl Public Accr-runtants

Irhone : (112) 41'2 251t)
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Ernai I : ssdnrr(Øhickorytr:ch.net

Independent Auditor's Report on Internal Control
over Financial Renortins and on Com oliance and er Matters

Based on an Audit of Financial Statements Performed in Accordance with
Governm ent Audilllg-SlalIlards

To the Members of the Utilities Board of 'frustees:

'We 
have audited the accompanying financial statements of the govenìmental activities, the business type

activities and each major fund of the Rock Rapids Municipal Utilities, a Component Unit of the City of
Rock Rapids, Iowa, as of and for the year ended June 30, 2017, which collectively comprise the Utilities'

basic financial statements listed in the table of contents, and have issued our report thereon dated January

24, 2012. The report on the business type activities and the proprietary funds was adverse due to

management not recording the net other postemployment benefits (OPEB liability), the corresponding OPEB

"*p"nr. 
and the disclosures on the OPEB obligation in the notes to the financial statements. Accounting

principles generally accepted in the United States of America require that the net OPEB liability be reported

ãnd expensed, which would increase liabilities and expenses and decrease net assets of the business type

activitiès and the proprietary funds and that certain informatiorVdata be disclosed in the notes to the f,rnancial

statements in regards to the OPEB. The amounts by which this departure would affect the liabilities, net

assets and expenses of the business type activities and the proprietary funds and the failure to report the

required OPEB disclosures are not reasonably determinable. We conducted our audit in accordance with U.

S. generally accepted auditing standards and the standards applicable to financial audits contained in

Government Auditing Standards, issued by the Comptroller General of the United States'

Control

In planning and performing our audit, we considered the Rock Rapids Municipal Utilities' internal control

over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our

opinions on the frnancial statements, but not for the purpose of expressing our opinion on the effectiveness

oi th" Rock Rapicls Municipal Utilities' internal control over financial reporting. AccordinglY, we do not

express an opinion on the effectiveness of the Rock Rapids Municipal Utilities' internal control over

financial reporting.

Our consideration of internal control over hnancial reporting was for the limited purpose described in the

preceding paragraph and was not designed to identi$u all deficiencies in internal control over financial

ieporting that might be signif,rcant deficiencies or material weaknesses and, therefore, there can be no

urr.r.u."" all defìciencies, signifìcant deficiencies or material wealcnesses have been idenlified. However, as

described in the accompanying Schedule of Findings, we identified certain deficiencies in intemal control

over f,rnancial reporting we considel to be material weaknesses and other deficiencies we consider to be

si gnifi cant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to prevent or detect

and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
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def,rciencies, in internal control such that there is a reasonable possibility a material misstatement of the
Rock Rapids Municipal Utilities' financial statements will not be prevented or detected and oon'ected on a
timely basis. We consider the deficiencies in the Rock Rapids Municipal Utilities' internal eontrol
described in the accompanying Schedule of Findings as items (A), (B), (C), (D), (E) and (F) to be material
weaknesses.

A significant deficiency is a deficiency, or combination of deficiencies, in intemal control which is less

severe than a material weakness, yet important enough to merit attention by those charged with governance.

We consider the deficiencies described in the accompanying Schedule of Findings as items (G) and (H) to be

significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the R.ock Rapids Municipal Utilities' financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, oontracts and grant agreements, non-compliance with which could have a direct and
material effect on the determination of financial statement amounts. Flowever, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of non-compliance or other matters that are
required to be reported under Government Auditing Standards. However, we noted certain immaterial
instances of non-compliance or other matters which are described in the accompanying Schedule of
Findings"

Comments involving statutory ancl other legal matters about the Utilities' operations for the year ended
June 30, 20ll are based exclusively on knowledge obtained from procedures performed during our audrt of
the financial statements of the Utilities. Since our audit was based on tests and samples, not all transactions
that might have had an impact on the comments were necessarily audited. The comments involving
statutory and other legal matters are not intended to constitute legal interpretations of those statutes.

The Roclc R.apids Municipal {Jtilities' responses to findings identif,red in our audit are described in the
accompanying Schedule of Findings" While we have expressed our conclusions on the Utilities' responses,
we did not audit the Rock R.apids Municipal Utilities' responses and, accordingly, we express no opinion on
them"

This report, a public record by law, is intended solely for the information and use of the officials,
employees, constituents and customers of the R.oek Rapids Municipal Utilities and other parties to whom the
Utilities may report, including any grantor entities, and is not intended to be and should not be used by
anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the
R.ock Rapids Municipal utilities during the course of our audit. Should you have any questions concerning
any of the above matters, we shall be pleased to discuss them with you at your convenience.

ø*iltf,4r,Å)WPü
De Noble & Company FC
Certified Fublio Accountants

January 24,2012
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings
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1 1-A

Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30,2011

tr'indinss Related to th Financial Statements:

INTERNAL CONTROL DEFICIENCIES :

Sesegation of Duties - One important aspect of the internal control structure is the
segregation of duties among employees to prevent an individual employee from handling
duties which are incompatible. V/e noted that the handling of assets and various aspects
of the reeordkeeping functions are not entirely separated among employees.

R.ecommendation - We realize that with a limited nurnber of office employees, segregation
of duties is diffieult. However, the Utilities should review its operating procedures to
obtain the maximum internal control possible under the circumstances. The Utilities
inability to eliminate segregation of duties issues reduees the effectiveness of the Utilities
control environment and increases the risk of material errors, theft or fraud not boing
detected.

Response - We will attempt to segregate duties to the extent possible within econornic
constraints.

Conclusion - Response acknowledged. The Utílities should segregate duties to the extent
possible with existing personnel and by utilizing administrative personnel, governing
body members and the City's administrative persoruael to provide additional control
through review offinancial transactions and reports"

11-ts .trob Rotations - Financial personnel's duties are not always rotated for a period of time
each fiscal year.

Recommendation - The Utilities has impnenaented proeedures to cross-train employees to
be able to perform a fellow emptroyee's duties. ll'he Utilities should utilize this aross-
training to have each person's duties done by another ernployee for a period of time each
fiscal year. This is important in aase an empnoyee unexpeotedly hecomes unavailabtre f,or
an extended period of time and serves as an important aspect in the control environrnent.

R.esponse - We have cross-trained our employees. V/e will work toward having our
ernployees rotate duties for a period of time each fiscal year"

Conalusion - Response accepted

Financial R.eporting - During the audit, we identified material amounts of assets, liabilities,
net assets, revenues and expenses nof recorded properly in the Utilities' financial
statements and disclosures not properly being reported on in the Utilities' notes to the
f,rnancial statements. The subsidiary ledger detail is not being reconciled to the general
ledger oontrol accounts on a regular basis" 'We noted discrepancies between the account
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11-D

Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30r 2011

classifications on employees' timesheets and the general ledge account the payroll time
was actually posted to. Adjustments/disclosure changes were subsequently made by the

Utilities to properly include these amounts, inoluding making sure subsidiary detail and

general ledger control accounts and employees timesheets and the general ledge account

payroll was posted to all properly reconcile, and disclosures in the financial statements

and notes except as previously noted f'or the OPEB obligation.

Recommendation - The Utilities should implement procedures and controls and conduct

stafftraining to ensure all assets, liabilities, net assets, revenues, expenses and disslosures

are identif,red and included in the Utilities' financial statements and notes. Detailed

subsidiary records should be maintained on most asset and liability accounts (examples:

accounts receivable and accounts payable) and reconciliations ofthese subsidiaryrecords
with the corresponding general ledger control account should be prepared on a monthly
basis by an independent person. Payroll timesheets need to be compared to the general

ledger account that the payroll is being recorded to by an independent person before being

posted to the general ledger records, Management should be monitoring procedures and

controls and reviewing the financial records/reporting on a regular basis to help ensure

the accuracy of the financial records/reporting.

Response - We will review our current procedures and controls in all accounting aspects to

identiSr areas where we can improve on our financial records/reporting going forward.

Conclusioq - Response acceptecl.

Inventory Recordq - The Utilities is not consistently following inventory procedures. We
noted that there were many changes that needecl to be made to the detailed inventory
records when the physical inventory count was taken. The inventory records are not
monitored on a regular on-going basis.

Bçqomlqçqd4tþn - lnventory procedures and monitoring should be analyzed for ways to
increase accsracy, controls and efficiency. The Utilities should consider the possible

benefits of computerizing its inventory records.

BeSpAlSg - We will work on developing new inventory proeedures that we will be

implementing consistently. T'his will help improve our detailed inventory records.

Conclusion - Response accepted. Please attempt to develop inventory procedures and

monitoring that will be consistently applied to increase accuracy, controls and efficiency.

Safegurding of Assets - It was noted that the supply of unused check stock is being stored

out in an open central location in the office rather than in a secure locked location.
I 1-E
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1 1-F

1 1-G

Rock RapÍds Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30r 2011

Recommendation - The Utilities should implement policies that the supply of unused check
stock is stored in a secure locked location with access limited to only authorized
individuals.

Response - We will ensure the checks are moved to a secure location.

Conclusion - Response accepted.

On-Line Banking Procedures - The Utilities does not have procedures in place to review
on-line banking activity regularly" T'he UCC provides that businesses have two days to
detect a fraudulent bank transaetion in order for the financial institution to be responsible
for the transaction.

Recommendation - The Utilities should implement procedures to review their online
banking account frequently in order to ensure fraudulent activity would be detected and
reported within the allotted timeframe provided by the UCC.

Response -'We will implernent procedures to review on-line banking activity on a regular
timely basis.

Conclusion - Response aecepted

Payroll Prooedureg - We noted a couple instances whore there was no written absentee slip
and a couple instances where there was no absentee slip approval documented by the
employee's supervisor for cornpensated absence time payment. Additionally, excess
carryover of vacation time is not always being approved by the Board. During the audit,
we noted issues with how the tirne clock is being used by employees to track tincle.

Employees may take personal tirne and leave early on a particular day and then make up
the time on a different day; however, the ernployee's timecard is punched by a co-worker
as if the employee worked the norrnal hours for the day"

Recommendation - Absentee slips shoutrd be cornpleted and approved by ao employee"s
supervisor for all compensated absences beforo payrnent is authorized. Any excess
carry/over of vacation time shoutrd be approved by the Board. The Board needs to address
time clock procedures/issues of taking off personatr time one day and putting in extra tirne
worked another day.

Response - We have implernented new procedures for employee's time tracking, including
a new time clock system and software, which we feel will resolve many of the issues
noted. V/e will have the tsoard approve excess carryover of vacation time.

Conclusion - Response accepted.
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11-H

Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30,2011

Disbursement Procedures - We noted several instances where the only supporting
documentation on file was a copy of a credit card slip (no detailed support). There were

also several petty cash disbursements which did not have receipts/invoices and one

mileage reimbursement that didn't have any support for miles reimbursed.

Recommendation - All disbursements, including employee reimbursements, (including
reimbursement of mileage), credit card charges, and petty cash disbursements need to be

supported by some time of documentation, an actual receipt or invoice that supports the

disbursement in detail. 'Ihis documentation, receipt or invoice needs to be marked "paid"
or otherwise cancelled upon payment to avoid duplicate pa¡rrnent and needs to be retained

and filed as proof for the disbursement.

Response - We will evaluate our disbursement procedures in an attempt to identiff ways

we can eliminate this issue.

Conclusion -- Response accepted.

INSTA¡ICES OF NON.COMPLIAIICE :

No matters were noted.
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30, 2011

Other Findinss Related to Required Statutorv Reportins:

1l-t Certified Budget - The Rock Rapids Municipal Utilities is budgeted as a part of the City of
Rock Rapids. Disbursements during the fiscal year ended June 30, 2011 did not exceed
the amount budgeted for the Rock Rapids Municipal Utilities in the business tlpe
activities function; howover, disbursements in the community and economic development
function for the Rock Rapids Municipal Utilities did exceed the amount budgeted as part
of the City of Rock Rapids' adopted budget.

Chapter 384.20 of the Code of Iowa states, in part, "Public monies may not be expended or
encumbered except under an annual or oontinuing appropriation."

Recommendation - The budget should have been amended in accordance with Chapter
384"18 of the Code of lowa before disbursements were allowed to exceed the budget.

Response - This was the first year for the new Revolving Loan Fund. V/e will make sure
disbursements for that fund are properly budgeted in the future.

Conclusion - Response accepted.

tt-2 Questionable Expenses - Certain expenses we believe may not meet the requirements of
public purpose as defrned in an Attorney General's opinion dated Apnl25, 1979 since the
public benefits to be derived have not been clearly documented or the necessary
documentation to support the expense was not present were noted. These expefises are
detailed as follows:

The Utilities purchased f,ood f,or tsoard of Trustees meetings, a few gift items for a retiring
employee (guest book, centerpiece and a mantel clocþ. Also, the only support for several
credit card charges was a copy of a credit card slip (there was no detailed
reeeipt/supporting documentation), and several petty cash pa¡rments had no supporting
documentation. T'here were also several disbursements which did not have any
supporting documentation on file.

According to the opinion, it is possible for such expenses to meet the test of serving a

public purpose under certain circumstances, although such items will certainly be subject
to a deserved close scrutiny" The line to be drawn between a proper and improper
purpose is very thin.

Recommendation - The Utilities tsoard should determine and document the public purpose
served by these expenses before authorizing any further payments. If this practice is
continued, the Utilities Board should establish written policies (example: a written food,
gifts and sustenance purchases policy should be adopted by the Board of Trustees) and
procedures, including the requirement for proper documentation. All disbursernents,
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1t-4

11-5

1 1-6

Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30,2011

including credit card charges and employee reimbursements, should be supported by an

actual receipt/invoice that supports the expense in detail.

Response - Based on a discussion with an attorney from the Iowa Ethics and Campaign

Disclosure Board, we believe the food for meetings and tokens of appreciation to a

retiring employee satisfu the public purpose criteria. We will evaluate our disbursement
procedures to make sure we retain proper supporting documentation for all
disbursements.

Conclusion - Response accepted. We do believe the Utilities should formally adopt a

written food, gifts, and sustenanee purchases policy.

Travel Expense - No expenses of Utilities money for travel expenses of spouses of
Utilities officials or employees were noted. However, please see "Other Findings Related

to Requirod Statutory Reporting: 17-2" for a possible related comment.

Business Transactions - No business transactions between the Utilities and Utilities
officials or employees were noted.

Bond Coverage - Surety bond coverage of Utilities officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewecl

annually to ensure the coverage is adequate for current operations.

Board Minutes - No transactions were found that we believe should have been approved in
the Board minutes but were not. Although all minutes of the Trustees were published,

there was one instance was noted where the Board of Trustees' meeting minutes was not
published within 15 days as required by Chapter 372.13(6) of the Code of Iowa.

Recommendation - The Utilities should implernent policies and procedures to ensure that

the minutes of all Board of Trustees' meetings are published within 15 days of each

meeting in accordance with the Code of [ola.

Responsç - We will work toward ensuring that all open meeting requirements are met.

Cq4çlgstq! - Response accepted.

Depo$its and Investments - No instances of non-compliance with the deposit and

investment provisions of Chapters l2B and I2C of the Code of Iowa and the Utilitios'
investment policy were noted.

n-7
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Schedule of Findings
Year Ended June 30,2011

Revenue Bonds/1.{otes - The Utilities did not have any revenue bonds or notes payable
during the fiscal year ended June 30, 2011.

1 1-8

1 1-9 Internal Revenue Service Reporting Compliance - The Utilities awarded each of the
employees with a gift certificate. The Utilities treated these payments as non-taxable to
the employees; however, these are taxable earnings to the employees per Intemal
Revenue Code regulations.

Recommendation - The Utilities should be following Internal Revenue Code regulations
and properly report gift certificates issued to employees as taxable earnings to the
employees. The Utilities should amend prior tax reports and forms that were filed
improperly.

Response -'We will implement procedures to ensure gift certificates issued to employees
are reported as taxable.

Conclusion - R.esponse accepted"

11-10 Sales Tax Exemption Certificates - The Utilities has several sales tax exemption
certificates from customers which expired during the fiscal year and were not updated;
however, the Utilities continued to honor the expired sales tax exernption certificates.

Recomrnendation - The [Jtilities should implement procedures to ensure that custorners
with expired sales tax exernption certificates are kept current in order for the Utilities tc¡

continue to allow the sales tax exemption.

Response - We are updating the expired certificates and will implement proeedures to
ensure expired sanes tax exernption certificates are renewed timely before expiring.

Conclusion - R.esponse accepted.
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Rock Rapids Municipal Utilities'
A Component Unit of the City of Rock Rapids

This audit was perfonned by:
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